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TUESDAY, MAY 11, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Wa } inaton, a}. ( 

The committee met at 10 a. m., Hon. Clifford R. Hope (chairman) 
presiding. 

The Craton AN. The committee will be in order. 

Before we get into a consideration of the bill before us, H. R. S748 
the Chair desires to submit, for introduction into the record. a state 
ment by our colleague, the distinguished gentleman from South 
Carolina, Mr. McMillan. on behalf of the bill which he 


] ] : ] } . : ° } 
duced relating to the control of certain agrictuitui 


has intro- 
il commod ties, 
and without objection, it will be made a part of the record of the 
hearings in connection with the surplus-disposal legislation. 

We have met this morning to hear first an explanation of the bill, 
H. R. 8748, to improve the program of emergency loans, and I have 
asked Mr. Kenneth L. Scott, Director of Saal Credit of the 
Department of A oriculture, and Mr. R. B. Mel eaish, A Im nistrator 
of the Farmers Home Administration, to appear before us to exp lain 
the proposed legislation. I do not know which one of you will under 
take the explanation but you may proceed in your own way, and we 
will be glad to hear from you at this time. 

The Chair might explain that this bill came from the Department 
in the form of a letter to the Speaker. It was introduced by the Chair 
at the request of the Department. 

So if you gentlemen will just proceed to e xpli in the purpose of the 
bill and the circumstances which you feel are important at this time, 
we will be glad to hear you. 


(The bill, H. R. 8748, follows :) 


[H. R. 8748, 83d Cong., 2d sess. ] 


A BILL To amend the Act of April 6, 1949, as amended by the Act of July 14, 1953, to 
improve the program of emergency loans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. That section 2 (a) of the Act of April 
6, 1949 (68 Stat. 43), as amended, is further amended by adding at the end 
of the first sentence of said subsection the following : 

“Until December 31, 1954, the Secretary is also authorized to make emergency 
loans for any agricultural purposes, except for refinancing of existing indebted- 
ness, aggregating not to exceed $15,000,000 to farmers and stockmen in any 
area or areas where the Secretary determines that there is a need for such credit 
which cannot be met for a temporary period from commercial banks, cooperative 
lending agencies, the Farmers’ Home Administration under its regular programs, 
under other provisions of this Act, or other responsible sources.” 
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STATEMENTS OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, AND R. B. McLEAISH, ADMINISTRATOR, 
FARMERS HOME ADMINISTRATION, DEPARTMENT OF AGRI- 
CULTURE 


Mr. Scorr. Mr. Chairman and gentlemen of the committee, I have 
a short explanation of the bill, which I would like to present to the 
committee. 

‘| he purpose of this bi l] istoau thor) ize the Secret: ry ot Agric ulture 
to make emergency loans to farmers and stockmen, aggregating not 
to exceed $15 million, out of the disaster loan ioruitiag fund in any 

a where the Secretary finds need for agricultural credit which 


uld not otherwise be met, 

The act of April 6, Bt 49, dissolved the Regional Agricultural Credit 
Corporation of Wa Lote DD. ©.. and transferred its assets to the 
Secretary of Ac stare rw liq iidation and use as a re volving fund 
tort mak ng ty agric iral prod iction disaster loans and for othe 
special type loans. Oe ‘ Sills 14. 1953. the act was amended to au 
thorize loans to farme nd stockmen in any area found by the 
President to have suffered a major disaster under the provisions of 


Public Law 875, 81st aoe (42 U.S. C. 1855), and found by the 
Secretary of Agriculture to have suffered an economic disaster causing 
i need for agricultural credit which could not be met for a te mporary 
period from commercial banks, cooperative lending agencies, the 
Farmers Home Administration under its regular programs, or other 
respo sible sources. 

lL nder the | nvuace of the p oposed bill, the Seer: tary would be 
wuithorized to make loans from the revolvine fund for the period 
ending December 31, 1954, to farmers and stockmen for any agricul- 
tural purpose, except for refinan ne existil ne indel itedness. in any 


irea where the Secretary determines there is a need for agricultural 


‘redit that cannot be met for a temporary period from commercial 
b inks. coopers itive le nding ngvencies, the Farmers Home Admiunistra- 
t inder its regular programs, 1 der ‘other provisions of the act of 
\pl 1 6, 1949, as ame nded, or othe rre ponsible sources. Such loans 


would be made at interest rates and on such terms as may be deter- 
mined by the Secretary for designated areas. If enacted, the amended 
aut ho "ItV W yah en: ib le the Secretary to consider the need for emergency 
agricultural credit in any area where such disasters occur without 
have been previously designated 
by the President under Public Law 875 as being a major disaster area 
because of some natural catastrophe such as flood or drought. Under 
the present law, economic disaster loans may be made only in areas 
where serious production losses have resulted from some major dis- 
aster. In areas that are designated by the President under Public 
“so S75, emergency credit needs of farmers generally can be met 
through production ‘disaster loans now authorized under section 2 (a) 
of Public Law 38, as amended. Thus, economic disaster loans au- 
ee by section 2 (b) are presently limited to farmers in areas 
n which production disaster loans usually can be authorized. 
There a a few areas in the country where farmers generally have 
experienc ed a serious economic disaster because of a sharp decline in 
the price of a major cash crop during 1953. This has resulted in a 


the requirement that such areas must 





| 
| 
i 
' 
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substantial need for emergency credit not available from established 
sources nor from this Department under present authority. These 
areas could not be declared disaster areas under Public Law 875 since 
there has been ho ma jor production loss. Therefore, emergency finan- 
cial assistance cannot be made available by the Department to farmers 
in those areas, either through production disaster loans or economic 
disaster loans. 

It is contemplated that the funds currently in the disaster loan re- 
volving fund would be used to make loans under the proposed author- 
ization. It is not contemplated that any additional funds will be 
needed to make such loans. The necessity of any further appropria- 
tions to the revolving fund is contingent upon the other calls on the 
disaster loan fund during the coming crop year. 

The Department recommends the enactment of this proposed legis- 
lation, 

The Crrairnman. Are there any questions ! 

Mr. Hiiwu. This is a matter of the interpretation of the law itself. 
In other words, a decrease in t 
the drop lh prices, would noe <« 
Is that correct / 

Mr. Scorr. Tam sorry, Mr. Hill, I did not quite get your question, 

Mr. Hitt. My question is this: You say there are a few areas, where 
the sharp decline in the price of the major cash crop aur 


he income of the farmers, because of 
‘lassify itself as an economic disaster. 


| . 1Onr9 
iit’ video 
has resulted in a substantial need for emergency credit not available. 


Now the only way that eredit was not being made available is for 


cr 
y) 


vour solicitor to Interpret that the econom ondition would not meet 
the economic disaster loan qualification, under existing law. Is that 


correct ¢ 


Mr. Scorr. Mr. Hill, at this time, we can make these disaster loans 


] 4 4 : ] | Q’7 P ee he aa . 4 
under general authority. the same as Public Law 875, which relates 
only to natural disasters. In the area that we are speaking about nere, 


and for which we are seeking additional authority, there has been no 


natural disaster. It is entirely a situation brought about by low prices, 
overproduction, or something of that kind. It is not the result of a 
drought or a flood, or some natural disaster covered by the terms of 
the law. 

Mr. Hitt. What areas do you have in mind ¢ 

Mr. Scorr. There is one area out in Colorado, over on the west slope 
of Colorado. We have had some complaints from Idaho, lack of credit 
that cannot be met by the Farmers’ Home Administration. I believe 
also in South Dakota. 

Mr. McLeaisn. South Dakota and Oregon have this situation also; 
and Maine has had it. 

Mr. Scorr. And Maine, yes. 

Mr. McLeaisu. I do not think they are in as bad shape as they were, 
but that is one of the areas where it is needed most. 

Mr. Hintut. That is a big potato area. 

Mr. McLeatsu. [tisa potatoarea. This is not only a potato propo- 
sition ; this would also take acre of the Wenatchee-Okanogan situation, 
for which the bill in the Senate—— 

The CuarrMan. What situation / 

Mr. McLeaisu. The Wenatchee-Okanogan apple district, in 
Washington. 

The Cuatrrman. What bill? 


or 
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Mr. McLeaisu. A bill was passed in the House, I think, last summer. 

The Cuarmman. That is the bill that was passed in the closing 
session of the Congress last year ? 

Mr. McLeatsu. Yes. 

The Cuarrman. That is the Horan bill? 

Mr. McLeaisn. Yes. 

Mr. Hitz. All of the same regulations that have been developed 
over the years in handling the other disaster loans will be followed 
out in carrying out the conduct of these loans in these special places? 

Mr. McLeaisn. That is right. In other words, there would have 
to be a showing. a sufficient showing, that credit was not available 
within the area from other sources including our types of loans in 
order to qualify under the loans herein provided. 

Mr. Apernetiy. Will the gentleman yield 7 

Hr. Hinn. Iam through, Mr. Chairman. 

The CHarrMan. Mr. oo rn th \ 

Mr. Anerneruy. Would this require a dec] aration on the part of 
the Secretary that this a ilar area, the disaster area that you 
are going to make the loan in, that is, that would be the principal 
prerequisite ¢ 

Mr. McLeatsn. That is right. We have the same prerequisites on 
Public Law 38 in the production disaster lonas. 

Mr. Anpresen. Mr. Chairman, may I ask a question? 

The Cnatmrman. Yes 

Anpresen. Would this apply to other areas outside of disaster 


areas ¢ 
Mr. McLratsn. It is primarily apse to applv to areas not 
suffering production disasters, because do have authori ity to make 


loans in those areas now. 

Mr. Anpresen. Well I particularly have in mind the drop in the 
price of milk; for instance, out in my section, and it may be true else- 
where, and no doubt it is, where the price of milk has dropped to 
2.70 per hundred, which is quite a drop to take, particularly when you 
consider the high prices for feed and other things. Many of these 
farmers, especially the young farmer who started out in the dairy 
business, have a few dairy cows together, are having difficulty in 
making their payments and difficulty to keep going, and I am just 
wondering if what you are suggesting here—and I am sory I did 
not hear all of your statements—if you could take care of those, even 
though they may be living in New York State, Minnesota, or down 
here in Virginia, or Mississippi, if they are in distress financially, 
because of lack of income. 

Mr. McLeaisn. Yes, sir, that is conceivable that we could take care 
of any situation in any farm activity in any area of the United States 
or its Territories. 

Mr. Anpresen. Would not it have to be designated as a disaster 
area before they could be taken care of ? 

Mr. McLeaisu. We would have to designate the economic condi- 
tion, amounting to an economic emergency. In other words, that 
there is no other credit in that area, and sometimes that is pretty hard 
to find out. 

Mr. AnpREsEN. Then vou deal with each case on its mer its? 

Mr. McLeatsn. Yes, sir. 
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Mr. Anpresen. And you do not have to declare the entire area a 
disaster area. If there is one application that comes in from a 
county in New York State, you could deal with that application on 
the matter of whether or not it is a disaster condition of that indi- 
vidual ? 

Mr. McLratsu. Yes, it is conceivable we could; that it could be just 
one county, but probably it would involve several counties. but there 
are instances where it could mean just one county. 

Mr. ANDRESEN. Of course, it is voing to be more than that. 

Mr. McLeatsn. It will be more than that. 

Mr. Anpresen. It is going to be general, particularly in the dairy 
area, where the income has dropped, because of the drop 1 prices. 

Mr. McLeratsu. Yes. 

Mr. Anpresen. I am thinking about many of the young fellows who 
have started out m dain ng, \ ho have bo oht high priced COWS; Some 

e of them had loans, some of them have used private erecdit, who would 
not be able to meet their pavn ents, and what ] WoO ild | ke to know 
if those individuals are to be taken care of ¢ 

Ir. McLeatsn. Yes, those individuals would be taken care of 

Ir. Anpresen. I have one further question, Mr. Chairman 


Che CHarrmmMan. Will the gentleman yield to me for a question ? 


I 

Mir. ANDRESEN. Certainly. 

The CuHamman. [ am a little confused here. I understood you to 
Say that the area 1 which the loans will be made actually would be 
distr “Ss areas ct economy! clisaster, o «i flared by the Se retary before 
youn ht make the loaa 

Mr. Scorr. That is correct. 

The Citamman. But in response to Mr. Andresen’s question, if I 
unde rstood vou correctly, vou stated that the Secret iry can make a 
loan to an individual anvwhere that involves economic distress. 

Mr. McLratsu. I understood Mr. Andi *s question by appli a- 
tion, to mean that if the county was to apply—not a single applicant. 

The ¢ HTAIRMAN I think that oueht fo be str nea out 


ohte 
Mr. Mi Ly AISH, \ es, because th it cl fit tely we ld he } ecessary. 
Mr. Anpresen. Now, I do not know that I correctly understood you, 
but I understood you to say that if there was any applicant who is in 
economic distress, that you could take care of him. The legislation 
proy ides that it has got to be declared a disaster area before you can 
= vo into it. Now, you will have a good ma iv States that must be 
declared or put in that category. Which is it? 
Mr. McLeatsn. It is the case of the first, Mr. Andresen, declaring 
an economic emergency area. In other words, the lack of credit 
. within the area to take care of these people who are in trouble, the 
same as we do in production disaster. 
Mr. Anpresen. That is, somebody has got to take action to declare 
that particular area a disaster area? 
Mr. McLeatisn. Yes. 
Mr. Anpresen. Before the individual farmers in that area can 
get financial assistance, which they may need because of the drop of 
income 2 
Mr. McLeatsn. Yes, sir. With our production declaration, it does 
not take more than 10 days to 2 or 3 weeks to get that done. 








6 MISCELLANEOUS HEARINGS 


Mr. Anpresen. I am thinking of varying kinds of disasters. For 
instance, I heard on TV this morning that they were having a tornado 
at Waco, Tex. 

Mr. Poagcr. Waco? 

Mr. Anpresen. Yes, at Waco, which is a tornado area, and they 
made mention of the fact that they had one in the past year or 
two. 

Mr. Poacr. Just a year ago this week. 

Mr. Anpresen. Yes; and it is the same thing now. Of course, that 
is a disaster. 

Mr. McLeaisn. Well, Mr. Andresen, we would not have to declare 
that kind of disaster. The finding here would be that the people 
needed credit and that there is no credit available within the area, 
and there would not have to be a disaster of the natural kind, such 
as a storm or something of that kind. 

Mr. Anpresen. Or a drought. 

Mr. McLeaisn. Or a drought. No, the only kind of finding that 
would have to be made was that a group of people within this area 
are suffering from lack of credit and there is no credit available. It 
would not be the production disaster type to qualify the area. 

Mr. Anpresen. I can conceive of many cases: Here are 2 farmers 
living side by side; 1 is a young farmer, we will say, who has started 
out, who has loans or other obligations, whereas next to him, there 
may be a farmer who is well fixed, and has got money in the bank 
and does not need any loan. But the fellow who is starting out is 
one who is vcoing to need it. 

Mr. McLeaisun. The chances are that we could take care of him 
under our regular loan program, these individual farmers, but where 
the credit situation becomes so bad in an area that a great number 
of people cannot get credit, then, of course, we could move in under 
this authority here. 

Mr. Anpresen. How would that meet your situation in New York 
Mr. Williams? 

Mr. WiiuiaMs. I believe up there, Mr. Andresen, you will find 
there are a great many dairymen in the position you have mentioned, 
young men who have started out and have created obligations in 
buying cattle, and they are finding it extremely difficult to continue 
if the dairy prices continue to decline. 

I am interested in this from the standpoint you have just indicated, 
Mr. Andresen, of the dairymen who find themselves in this em- 
barrassing position, that they be given the same consideration as any 
other area which finds itself in distress because of some overproduc- 
tion situation. I do not think that we should discriminate against 
any agricultural program that finds itself in distress because of over- 
production, through no fault of their own. So I am particularly 
interested in the position of the dairymen, especially the young dairy- 
men, as I have mentioned before, who have started out, and who have 
gone into debt borrowing up to their credit limit. The only relief 
they can get under this legislation would be to have the Secretary 
ce ate the area asa place where credit is not available in any way; 
is that right ? 

Mr. McLeatsn. That is right. 

The Cuarrman. Any further questions? 

Mr. Anerneruy. I would like to ask a question, Mr. Chairman. 


9 
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The Cuarrman. Mr. Abernethy. 

Mr. Anernetuy. Mr. Scott, what is the general procedure that you 
follow in determining whether county X or area X should be classified 
as a disaster area ? 

Mr. McLeaisn. Under the production disaster, our State director 
goes out, gets newspaper articles and so forth on the disaster, and 
makes a showing that a disaster exists. In cases of this kind, he 
would check with all the banks in the area, the production credit 
associations and, of course, he would know his own position as far as 
our services are concerned, and he would make that information 
known to the Secretary and the Secretary would then declare the 
area, if he found it correct, as a disaster area, 

Mr. Anerneruy. I imagine this would all come to your office, or 
through your office, and your office would make a recommendation to 
the Secretary 4 

Mr. McLeaisn. Yes. 

Mr. Anernetiy. Now, let us go back to these many disaster areas 
that you had existing last year. As I understand it, the State direc- 
tors of the Farmeis’ Home Adniinistration would go ind low ’ 
situation over and they would receive information from the people 
in that particular county, upon which they would make a determina 
tion as to whether it was a disaster area, say a drought area. 

Mr. McLeaisu. That is correct. 

Mr. Anerneruy. Mr. Reporter, this may be off the record. 

(Off-the-record discussion. ) 

Mr. Cootey. Mr. Chairman, I would like to ask a question. 

The CHairman. Mr. Cooley. 

Mr. Cootry. Is it contemplated that these loans will be nonseeured 
loans 4 

Mr. McLeaisn. They will be secured. 

Mr. Cootey. Insofar as they are able to secure them. 

Mr. Scorr. Yes. 

Mr. McLraisu. Mr. Chairman, if I may interject—I do not know 
whether it is proper, but the Senate has added section 2, which sets 
forth that loans under this act shall be made at such rates of interest, 
and under such terms and conditions as the Secretary may prescribe 
for such areas, and be secured by the personal obligations available 
to the producer or producers. 

Mr. Coo.ry (interposing). What are you reading from? 

Mr. McLeatsu. IT am reading from the Senate bill, the other bill, 
Mr. Cooley. 

Mr. Cootry. The Senate version ¢ 

Mr. McLeraisn. The Senate—the one the Senate has amended 

Mr. Cootry. Will you read that again, please / 

Mr. McLeatsu. Loans under this act shall be made at such rates of 
interest, and on such terms and conditions as the Secretary may pre- 
scribe for such area or areas, and to be secured by the personal obliga- 
tions and available security of the producer or producers. 

Now, they have suggested a third, No. 3, in there, and I will just 
state the meaning of that. 

Mr. Cootry. Should that not be borrower or borrowers instead of 
producer or producers ? 

Mr. McLeatsn. Producer or producers. They are suggesting a 
third item, and that is that loans shall be made only to individuals 





MISCELLANEOUS HEARINGS 





d partnerships actively engaged in operating farms and ranches and 


no single owner shall receive in excess of $15,000, with a total oblig: - 
tion to any one borrower of not to exceed $20,000, 
Chose are the suggestion Ss. 
Mr. Cootry. Are they acceptable tO you ¢ 
Mr. Me Lraisn. They are ac ‘eptable to us. In fact. it keeps it closer 
to the farmer who needs the help rather than to the corporate 
operations. 
Mr. Anprrsen. May I ask what is the purpose of these loans 4 
Mr. McLeaisu. The purpose of these loans. Mr. Andresen, is to 
nake credit available in areas where no other types of credit, includ- 
our own types of credit, are available; and where there is no other 


redit 
Mr. Anprrsen. Here isa farmer, a young Tarmer, who has a $10,000 
loa! t h l bank, on | dairy farm. He is not able to pay his 
erest or to pay his lo Now, can you make him a loan to pay his 


Mr. Mi Li \l I. We en make hil} 1 joan to} \\ his interest and all 


( f his operating expenses, nelaid hg depre tion on his ( hattels and 
eq but ler this law, we could not refinance the $10,000 debt. 
MM RESEN. Sup} { se on him, what can you do 
Can you buy ol p him | ! dairy farm at a fore 
Mr. McLeatsu. Not under the authority of this act 
Mr. ANpresen. Could you: 1») to $18.000 or $10,000 2 
Mir. McLraisn. Not under this act, we could not refinance. 
Mr. A \"\ fore ure takes place, and the mortgagor 
bu roreclosure e. do i consider that refinancing to help 
Mr. MeLratsu. We could help him under our farm ownership pro 
LO ¢ y that farm on thie rm 
Mr. ANI Ol 
Mr. Mc] gE, Y ire ta O x 
\Ir. LNDR EN. J mm talk ‘ b { his > rsonal property or the 


livestock upon which he has a chattel mortgage at the bank. 
Mir. MeLeatsu. We could not, under this authority, refinance that. 


Going over to the livestock loans themselves, we do not do anv refinanc- 
der those, but we have been very successful in getting the banker 
yavree to Carry that lon ilong on a SI maby basis if we finance the 
man’s current operations, 
Mr. ANpresen. He is helped by you by keeping the loan interest 


pa a 
Mr. Mchi AIsH. Or to keep the loan interest on a current basis, and 
have, under oul authority, also included depreciation on tractors 

and equipment, which helps the bank at least to keep a stable loan. 
Mr. Anpresen. Just one more question. You consider it refinanc- 
¢ if you help the farmer who has a chattel mortgage on his herd, 


ind is foreclosed, if you help him secure that property at a foreclosure 


we 


caia é 


Mr. McLeatsn. Well, we can go in and buy him some more cattle. 
Now, there is some danger to that, and I might as well bring it out 

now. There are ql ite a few banks who have some very poor loans in 

their portfolio, and they would like to have us take them up. Now, 








| 


(OD 
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instead of helping the farmer, we would be bailing out the bank, ane 
I can recite 2 or 3 cases where we have had situations presented in 
of the States, where the chattel and machinery of the farmer were 
worth $6,000 and he owed the bank $11,000. Certainly, it would not 
he good for the farmer, for us to take up the $11,000 note, to get the 
$6,000 worth of chattels. 

Mr, ANprREsEN. Of course, it probably would not be, but you would 
probably get it for 86,000 if it went to a foreclosure sale. But I know 
of many instances, even where the Farmers’ Home Administration has 
helped men who had cows for which they pitidl S300 or S400, where 
the value has now gone down to say $150 or maybe S175. 

Mr. McLeaisn. Yes. 

Mr. ANDRI SEN. Ot COUTSe, AS the value of the animal is depressed, 
that means depressing the security. 

Mr. McLraisn. That is correct. 

Mr. Anpresen. Any bank that made a chattel loan with security 
would have no better secur ity than the chattel. 

Mr. McLeraisu. That is correct. 

Mr. Anpresen. And when the security depreciates, they go in and 
foreclose. 

Mr. McLraisn. Now, under the production-assistance program, we 
can refinance those chattel loans and, in fact, that is the way we are 
handling that program. 

Mr. Anpresen. You consider this emergency legislation ¢ 

Mr. McLéaisu. That is right 

Mr. Hinn. Will the eentleman } eld 4 

Mr. ANnprESEN. Yes. 

Mr. Hitt. I would like to ask you this question: If you finance a 
farmer, a dairy farmer, and the bank had a mortgage of $10,000 on 
his dairy herd, the first thing you do is to get the bank to agree to 
stand by, if you are going to finance this man through 2 or 3 years; 
is that correct / 

Mr. McLeraisu. That is correct. 

Mr. Hi. And if the bank will not stand by and just accepts the 
interest payment on the principal, then vou are not in favor of, and 
you do not make the loan; is that correct 

Mr. McLeaisn. Well, under this authority, we cannot make it. We 
cannot do it under the production disaster loan authority either. 

Mr. Hiri. Now, do you have trouble in getting these banks to sign 
this standby agreement ¢ 

Mr. McLeaisn. I would say that about 99—9%5 percent at least, of 
the banks have done it. We have had considerable resistance on the 
livestock program, as you know, Mr. Hall. 

My. Hitz. Yes. 

Mr. McLeatsu. The difficulty has been in satisfying the bank that 
it was to their interest to stand by as well as the farmer. That is one 
thing we have had to explain to the bank. If we make this young 
man a loan, say for $10,000, and we put that in his bank, that gives the 
bank $80,000 of new le nding power. In other words, the bank can lend 
about $8 to $1 of deposits. So we have helped the bank by the mere 
fact of putting the money in the bank. 

Mr. Hitz. Let me ask you this question, and I know this happened 
in my own area, where the bank can understand that it is going to get 
interest on the principal, they are willing to go along for a period of 
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2 or 3 years with this farmer, and give him a chance, the dairy farmer, 
or whatever he happens to be, to finance himself over the rough pe- 
riod, in which he finds himself. Is that the way it works out? 

Mr. McLeaisn. That is correct, and I should add that this farmer 
is a resident of that area: he is a customer of the bank and the bank 
expects him to stay a customer, so the bank should have interest in 
keeping this man’s business alive, even though they will put no more 
money into his property. 

Mr. Anpresen. Will you yield for a question, Mr. Hill? 

Mr. Huw. Yes, Mr. Andresen. 

Mr. Anpresen. Now, this will cover the vegetable grower, or any 
commodity ¢ 

Mr. McLeatsn. It could conceivably, yes. 

The CuHatmman. Mr. McIntire. 

Mr. McIntire. I have only one question, Mr. Chairman, and that 
is, I notice this legislation provides a termination date of December 
31, 1954. 

Mr. McLeatsu. Yes. 

Mr. McIntire. I notice that you have been interested in developing 
this legislation to meet certain situations and, of course, time has a 
way of drawing on. Would it facilitate the effective use of the funds 
Ww hic h this legisl: ation would prov ide in the program th: at you are try- 
ing to meet. by changing the effective date to June 30, 1955, which kee ps 
it within this fiscal year, and gives you more time to use this the best 
way possible to meet the situation ? 

Mr. McLeaisu. You refer to the termination date ? 

Mr. McInrime. Yes. 

Mr. McLeaisu. Yes, sir. June 1955 would fit the crop year much 
better than December 31, 1954, and I cannot see any objection to that. 

Mr. Simpson. Mr. Chairman. 

The Cuairman. Mr. Simpson is recognized. 

Mr. Simpson. Mr. Chairman, I would like to ask a question: if the 
witness knows what the average loan per person 1s? 

Mr. McLeaisu. The production disaster loan average has been 
$1,379. 

Mr. Srapeson. I did not hear that. 

Mr. McLeatsu. $1,379. 

Mr. Simpson. $1,379 2 

Mr. McLeatsn. That is right. There have been some “pretty well 
up in the air” on the production disasters but the average is $1,379. 

Mr. Stmpson. The reason I asked the question, Mr. Chairman, I 
believe in 14 counties that I represent, I doubt if there is a bank out- 
ide of about 4 towns in the 14 counties that could loan any prospec- 
tive borrower over $18,000; there is a limit of about $4 million de- 
posited. You take care of the man above the legitimate bank loan 
because of the production credit, or are you trying to take care of the 
person that is in distress? 

Mr. McLeaisn. In this bill we would try to take care of the farmer 
who is in distress. 

Mr. Simpson. You are not trying to take care of the bank that 
handles the loan? 

Mr. McLeaisu. No; that is one of our prime rules that the bank 
will make the loan, and if the bank will make the loan, we will not 
make it. 
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Mr. Cooter. If I understand it then, under the operating loan pro- 
gram, of the Farmers’ Home Administration, you do not make an 
operating loan to any applicant if the applicant can obtain adequate 
credit on a reasonable basis elsewhere ? 

Mr. McLeaisn. That is correct. 

Mr. Cootry. And the language of this bill is just as restrictive as 
that in the original act. If the applicant can obtain adequate credit 
elsewhere under reasonable terms and coaditions, then you will not 
take his application. 

Mr. McLeaisn. That is correct. 

Mr. Cootry. It is not contemplated that any of this money would 
be used to refinance existing loans or for the purchase of real property. 

Mr. McLeatsn. That is correct. 

Mr. Coo.tey. It is only to help the man finance his farming opera- 
tions in the event he is in the situation where he cannot obtain such 
help ¢ 

Mr. McLeatsn. That is correct. 

The Cuairman. If there are no further questions, we thank you 
very much, gentlemen. 

Mr. McLeatsn. Thank you. 


STATEMENT OF HON. J. EDGAR CHENOWETH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF COLORADO 


The Cramman. Mr. Chenoweth, the committee would be glad to 
have a statement from from you. 

Mr. Cirmenowetn. Mr. Chairman and gentlemen of the committee, I 
am for this bill. I havea district that is vitally affected by it. Time 
is of the essence, and I have been talking this matter over with Mr. 
MacLeaish here for some 2 months. We have discussed it several 
times. 

My situation, in the potato field, is such that they have had great 
disaster this season, as you know, with all potato growers. They have 
obtained machinery, they have their land and they are ready to go 
to work but they need money to finance their operations, and they 
cannot get credit from the bank. It is not a drought area but it is 
just prine ipally an economic condition and I think this bill covers the 
situation, Mr. Chairman, and I hope that this committee will favorably 
report it out. 

Che Cuarrman. Thank you very much for your interest and your 
statement, Mr. Chenoweth. 

Mr. CHenowetH. Thank you. 

The Cuarrman. Are there any further questions? 

Mr. Lovrr. I have just one question, Mr. Chairman. As I under- 
stand, Mr. Chenoweth, the banks generally cooperate with you on this 
type of loan? 

Mr. McLeatsu. That is correct, ves. 

The Cuamman. If there are no further questions, the Chair will 
ask that we go into executive session at this time for the consideration 
of the bill. 

(Thereupon, at 11:50 the committee proceeded to the consideration 
of business in executive session. ) 
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WATER FACILITIES ACT AMENDMENTS 


FRIDAY, MAY 21, 1954 


Housr or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Wash ington, D.C. 

The committee met at 10:05 a. m., pursuant to notice, in room 1310, 
New House Office Building, Hon. Clifford R. Hope, chairman, 
presiding. 

Present: Representatives Hope (chairman), Andresen, Hill, 
Hoeven, Lovre, McIntire, Golden, Williams, Poage, Gathings, Aber- 
nethy, Albert, Wheeler, Thompson, and Jones. 

The Cuairman. The committee will come to order. 

The committee has met this morning to have a hearing on the bills 
H. R. 8386, to extend the Water Facilities Act to the entire United 
States, and H. R. 8656, if we can conclude the hearing on the first bill. 
After that we hope to have an executive session to take action on these 
bills. We can do that because the bills are noncontroversial. 

(H. R. 8386 is as follows :) 


LH. R. 8386, 83d Cong., 2d sess.] 


A BILL To make the provisions of the Act of August 28, 1937, relating to the conserva 
tion of water resources in the arid and semiarid areas of the United States, applicable 
to the entire United States, and to increase and revise the limitation on aid available 
under the provisions of the said Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act entitled “An Act to promote 
conservation in the arid and semiarid areas of the United States by aiding in 
the development of facilities for water storage and utilization, and for other 
purposes”, approved August 28, 1987 (50 Stat. S69), is amended 

(1) By deleting the phrase “in the arid and semiarid areas of the United 
States” from the first sentence in the first section. 

(2) By deleting the phrase “in the arid and semiarid areas of the United 
States” in the last sentence of the first section and inserting in lieu thereof the 
following: “in the United States, including the Territories of Alaska and Hawaii, 
and Puerto Rico and the Virgin Islands”. 

(3) By deleting the phrase “in the said areas” wherever it appears in section 2. 

(4) By inserting at the end of said Act the following new section: 

“Sec. 8. No aid shall be extended under the provisions of this Act which will 
result in any individual, partnership, trust, estate, or unincorporated association 
becoming indebted to the United States in a principal amount outstanding at any 
time in excess of $25,000, or which will result in any corporation or agency 
becoming indebted in a principal amount outstanding at any time in excess of 
$250,000, or which after January 1, 1954, shall provide for construction work, 
other than technical assistance, being done by the Secretary.” 

Sec. 2. Section 7 of the Act entitled “An Act authorizing construction of 
water conservation and utilization projects in the Great Plains and arid and 
semiarid areas of the United States”, approved August 11, 1989, as amended 
(58 Stat. 1418; 54 Stat. 1119, 1124; 68 Stat. 171), is repealed. 


The Cuarrman. We have with us this morning Mr. Kenneth L. 
Scott, Director, Agricultural Credit, United States Department of 
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Agriculture, and Mr. R. B. McLeaish, Administrator, Farmers Hlome 
Administration, United States Department of Agriculture. 

Mr. McLeatsu. Mr. Chairman, we also have with us this morning 
Mr. Henry Smith. 

The CHarrman. We are very happy to have you with us this morn 
ing, Mr. Smith. 

All right, Mr. McLeaish, you may proceed with your presentation. 

Mr. Scorr. Mr. Chairman, I have a prepared statement. It is not 
very long. 

The Cuarrman. We will be happy to hear the statement. 

You Miay proceed, 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR OF AGRICULTURAL 
CREDIT SERVICES, ACCOMPANIED BY R. B. McLEAISH, ADMIN- 
ISTRATOR, FARMERS HOME ADMINISTRATION, DEPARTMENT OF 
AGRICULTURE 


Mr. Scorr. Mr. Chairman and members of the committee, I am 
happy to testify in support of House bill 8386 amending the provisions 
of the act of August 28, 1987, commonly known as the Water Facilities 
Act. 

This bill would make two changes in the Water Facilities Act. 

First, it would make the provisions of the act applicable to the 
entire United States, including the Territories of Alaska and Hawaii, 
and Puerto Rico and the Virgin Islands. The benefits of the present 
act are limited to the 17 Western States, which are commonly under- 
stood to contain most of the arid and semiarid areas of the country. 

The applicability of the present act only to the arid and semiarid 
areas of the United States grew out of the facts and recommendations 
contained in the 1936 report of the President’s Great Plains Com- 
mittee entitled, “The Future of the Great Plains.” In these areas, the 
qeantity, quality and availability of water for irrigation, livestock 
and domestic use are frequently the primary limiting factors to agri- 
cultural development and stability. The wastage and inadequate 
development and utilization of water resources are major contributing 
factors in the failure of many of our western farms to produce near 
capacity. and lead to crop failures and to a decline in the standard of 
living. 

There is ample evidence of an extensive need in the less arid areas of 
the country for the development and improved use of water supplies 
for farm homes, for livestock, and for irrigation of small gardens. 
The 1950 Census of Housing shows that more than one-half of the 
5,660,000 occupied rural farm dwellings have no running water. This 
condition undoubtedly exists in many instances because of a lack of 
developed sources of water or a need for replacing or improving exist- 
ing sources. Frequently the development or improvement of suitable 
water supplies is so costly that it cannot be accomplished by farmers 
from available farm income in any 1 year. The availability of 
adequate credit on suitable terms for water development and utiliza- 
tion is one of the important factors in obtaining any desired im- 
provement of this condition. 

In areas of the country normally considered humid, there has been 
an increasing interest by farmers in water facilities to supplement 
rainfall in the production of some crops, in the maintenance of year- 
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round pastures, and in the introduction of other practices for in- 
creasing production. The use of irrigation systems would prevent 
serious losses of income during periods of drought in these areas. 
Although water facilities loans are now authorized in the 17 West- 
ern States, program operations relating to irrigation actually ure 
limited to designated areas within those States. Before these areas 
were desionated, it was necessary to conduct extensive technical 
studies into the availability of water resources, the feasibility of de- 
veloping such resources, the proprietary rights to use water, ¢ nd the 
adaptability of the soils for the utilization of the water resources 
and for sound farming operations. Ifthe program should be extended 
to conduet <imilag techn eal tudes of 


nationw de, we would expect 
ireas in the other states, Until this could be clone, the scope and 


rate of development of that phase of the progran dealing with l 
tion in ess humid reas would be difficult to forec: =| 

The second change is oncerned with the ize of water fa lities 
loans. The present limitat on of Si ,UUU OF thre MmmNol t oF |: “lel il 
financial assistance to anv one water facilities pr lect would be re 
pealed, and a hmit of $250,000 placed on the out tanding prin pal 
indebtedness of any corporation or agency Liso, there we i 
Imilar limitation of $25,000 placed on t principal amount out 
standing to any ndividual, partnership, tir . estate, « uninco! 
porated ation. 

One of the r re © an increase in t] : 
{ l reas e cost of mate ! ma « ition ¢ t hye ist 
ey rai \ l I) ( | ere l lo } ley ve! t ! 
s LOO o ive wate? ( Ol ut \ 
tion compaties, and irrigation distil s Usually, the membet Is h 
orgal itions are unable to raise their pro rata share of the cost of 
installations, and the organizations una , | row t ( t 
tions. There is now no so e of fina o the constru ( 
habilitation of the systems of such organizations 1f their needs exce 
S1LOO.000, , 

The limitation on the cost of water facilitie rojects financed tel 
the Water Facilities A t first appeared inthe {ts ipprop! ating Tu ds 
for use under that act. ‘The purpose of Hmitation apparently was to 


avoid any overlapping of activities under the Water Facilities Act 
and the activities under the reclamation laws, When the \\ hneeter- 
Case Act was amenced by tl ict of October 1, 1940, w 


hich author- 
} . 1 c . 1? ] } nt? 
zed more intensive development of smatier reclamat on, flood control, 


and power proje ts, the limitation was enacted into basic leo slat 
No new projects are now be he constructed under the Wheeler-Case 
Act, due to the fact that the formula for justification of suc h projects 
meluded the use of WPA and other relief labor, which is not now 
available. 

The present limitation is as follows: 


1On), 


On any one project undertaken pursuant to the act of August 28, 1937, entitled 
“An Act to promote conservation in the arid and semiarid areas of the United 
States by aiding in the development of facilities for water storage and utiliza- 
tion, and for other purposes” as amended and supplemented, expenditures for 
the construction, maintenance, operation, rehabilitation, or financial assistance 
of any one project, shall not exceed $100,000 of Federal funds, whether appro- 
priated or allotted or both. All project facilities and appurtenance which 
depend for their utility in whole or in part upon each other or upoh any common 
facility shall be deemed one project within the meaning of this section. 
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Now that the smaller reclamation undertakings are no longer being 
developed under the Wheeler-Case Act there exists a gap between the 
size of the facilities which can be undertaken now under the Water 
Facilities Act and the projects being developed under the reclamation 
laws by the Bureau of Reclamation. 

That gap should be closed. This bill would be a step In that direc 
tion. The change would make possible loans for the construction or 
rehabilitation of needed projects for which Federal assistance is not 
now available. In addition, the present definition of the word “proj- 
ect” is extremely limiting and difficult of administration when applied 
to certain types of facilities which, although independently owned and 
operate ad, may be related by engineering features 01 by use of water to 
another project undertaken with Federal assistance under the Ww ater 


Facilities ae The propo ed section 8 would, however, termin: ate t! 
tuthority of the Secret ary to do the construction work on eichathe 
Thus, any ovet re of authority between the Bureau of Reclanima 
tionandth De partment of Agriculture would be avoided. 

The leit ation of $25,000 on the outstanding principal indebtedness 
of individuals, partnerships, trusts. estates, or unincorporated associ: 
tion believed to be a pract ical proposal and one which would work 
ho hardship on loai appl Cants. Loans to this type of borrower 
isually are for improvements to individual farms or very small proj 


ects, and we believe that $25.00 a reasonable limitation at this time. 

As you know, Mr. Chairman. enactment of this legislation was 
recommended by the President in his budvet message submitted to the 
Congress in January. Its enactment would require additional loan 
funds and additional administrative expense funds in connection with 
making loans and service hg the loans outstanding. It is estimated 
that the amount of $5 million would be sufficient the first year fo. 
loans, and $350,000 for administrative expenses. The loan funds 
would be borrowed from the Secretary of the Treasury in the same 
manner as und the present program in which a loan limitation of 
$6.500,000 is available during fiscal year 1954. 

The Water Facilities Act is being administered | vy the Farmers’ 
Home Administration and that agency would be responsible for admin 
istering the proposed broadened authority. Representatives of the 
Farmers’ Home Administration will be glad to caawr any questions 
about the present program which has been one of the most successful 
loan programs the Department has ever undertaken. 

The CHarrMan. Are there any questions of Mr. Scott / 

Mr. Hitx. I have some questions. 

First I would like to say that I am from one of the farming areas 
of the country that has been closely associated with this work since 
its inception. We appreciate the fine work that has been done. But 
the question arises in my mind as to whether this would have a tend- 
ency to be spread out so thin all over the country that you would not 
be able to do any efficient work in any particular area 

How do you answer that ? 

Mr. McLeatsn. We will request the Bureau of the Budget to give 
us $5 million for spreading it out, Mr. Hill, and $350,000 additional 
for administrative expenses. 

Mr. Hix. In the foreseeable future, how much larger will that 
extend the operation of this fine work you have been doing? Let us 
keep that in mind. 
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Mr. Smrru. Mr. Hill, we do not anticipate that extending the lend- 
ing authority n: itionwide this next fiscal year will decrease the volume 
of the program in the 17 Western States. There is a lot of explora- 
tory work that will need to be done in the more humid areas of the 
Nation before this program could get started in those States. That 
is the reason we anticipate the program being rather small for the 
first fiscal year in the humid areas. In fact, there h: is only been 4 or 5 
States in which any demand to amount to anything has come to the 
surface so far. 

Mr. Hitz. But you would intend to gradually spread out over a 
larger area ? 

Mr. Smirnu. That is right, sir. But the matter of establishing water 
rights and determining the areas in which these loans would be feasible 
would require some study before any extensive program could be de 
veloped in the other States. 

Mr. Hitt. You can see what is behind my questions. This is im 
portant from the way IT look at it. In the matter of some of the 
river basins in the East that dry out during the summer, you would 
have a wonderful opportunity there to develop irrigation during the 
dry hot season that would change the whole surface of the valley of 
that particular river where there is practically never any water rights 
granted on that river or in that watershed. 

Now, would you expect to branch out into that type of irrigation, 
shall I say, in the eastern part of this country 4 

Mr. Smirin. Yes, sir. The i iInquir ies that we have received and the 
preliminary studies we have made so far in the more humid areas 
lead us to believe that this lending authority would be used primarily 
for the supplemental irrigation in some areas of the East. A lot of 
that h: as alre: ady de veloped i in States like New Jersey and the vegetable 
areas of the East. The States of Arkansas and Mississippi have also 
displayed a good deal of interest in this. 

Mr. Hinz. Let us drop back to the West again. Would you intend 
to increase the program out there in the western area where you had 
made surveys that underlying water supplies were sufficient and that 
you could assist in developing irrigation by wells? 

Mr. Smirn. Yes, sir. Before we make loans for irrigation wells in 
any area, we make a rather careful study and assemble all of the data 
possible from geological surveys that have been made to make sure 
that it is feasible to make loans for irrigation wells. 

Now, that has been done so far in all of the areas that we have made 
these loans in. And that practice will continue. 

Mr. Hitt. We have some wonderful developments in my own dis 
trict in the surveys and the water supplies that have been developed 
in those sections. There has been good work done on it. But the only 
question in my mind is: How fast will you spread the work of this 
organization and what will be the results on what you have already 
done, if you started to really cover the whole United States, inc luding 
Puerto Rico and the Hawaiian Islands. 

Mr. Smiru. The main benefit that would result to the Western 
States under these proposed amendments would be the increase in 
the size of group loans that we could make. We have applications 
on hand, or have inquiries from approximately 20 or 25 groups now 
that cannot be served under the $100,000 limit. 
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So, the main benefit that would be derived by the Western States 
would be the increase in the size of group loans that we could make. 

Mr. Hitt. You mean the immediate benefit would be that you could 
come into those areas and make larger loans ? 

Mr. SmirH. Yes, sir. 

Mr. Hii. That is important. And as far as I am concerned, that 
is the section of the bill, Mr. Chairman, that this committee should 
adopt 1f it does not do anything else. Because nowadays it costs so 

wh more to develop an irrigated section or to add supplementary 
water. And the limits that have been placed on this appropriation 
for one part eul ir operat on are entirely too sh all 


Phank you, That answers ny question. 


The CHarirnman. The Chair 1 ould hke to make a statement for the 
ecord at this point \ number of bills have been introduced, either 
{ il or si r to the bill H. Rh. SOoS6. Ll want the record to show 

it previous to the receipt of the executive communication which 

oO ioht this bill to the attention of the committee, there has heen 
introduced in the House 3 bills, 1 by our colleague, Mr. Smith of 
M sIppi, | by our colleague, Mr. Gathings of Arkansas dealing 
t} this s bie [ but hot exactly In the same torm as the resent 
And the folle ne bills which the Chair understands are identical 
th H. R. S3s6 have beer ntrod ed follot iH. # SPOT by Mir. 

\ l \} 1) H ih. S4 i BY Mr. Smith of Mississippi, 


H.R. 8444 by Mr. Elhott, of Alabama, H. R. 8874 by Mr. Battle, of 


\ ima, and H. R. 9069 by Mr. Curtis of Nebraska. The Chair 
nts the rece rad fo show that a ot these ne nbers are iterestec in 
rhe leo rion An | ave ll trod ec bills fo. the pul ose of the rer rd. 
| t t hie uld be considered joint authors of the bill that we 
1 , { 
Ri tho Eee 
Mr. Garnines. Mr. Chairman, I am grateful indeed that you, 
urman of f s committee, have brought this most important sub 


t to the attention of t he i I] ee moniittee, | dU h preter your bill 


o th >] had introduced. 

Now. in view of the fact that it does broaden the cover ire as stated 
hy the ventleman from Colorado. I just wondered what has been your 
experience with respect to this act as to collections? What percent of 

our loans have been collected and what percent are outstanding and 
unpaid ? 

Mr. Smiru At the present time, since the inception of the water- 
facilities program, S30.977.983 has been loaned to farmers and ranchers 
under the program. The ratio of principal repayments to the amount 
that has been matured on these loans through December 31, 1953, 
shows a principal peres ntage of collecetion of 99 percent. In other 
words, we have ‘ollected 99 percent of the amount that has matured 
through December 31. 

Mr. Garuines. It said in the last paragraph here about the present 
program that it has been “one of the most successful programs the 
Department has ever undertaken.” 

Mr. Smiru. That is correct. 

Mr. Garurnes. Now, I would like to ask you, Mr. Smith, what type 
of survey you anticipate making in expanding the program and going 
nto other areas under the prov isions of this bill, should it be enacted. 
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Mr. Smiru. It will be a survey carried on by our engineers which 
will get at the question of the feasibility of making loans for irriga- 
tion purposes in the States in the eastern half of the Nation. It will 
be by areas within States to determine whether or not it is feasible 
to make loans, to put down wells, and to expand the necessary funds 
for irrigation on farms. 

Mr. Garnines. Should the word go out over the wires that this bill 
has been enacted into law and signed by the President, you will be 
lambasted with requests from many States no doubt. I know you 
will from my State, where they are vitally interested in these loans 
because of the fact that it would take so much of the risk out of farm- 
ine. We have had two ver y dry years. We have lost a lot of money 


down there. The farmers have not been able to make crops in the 
black-land section of my district because of the fact that they have 
not had water enough to bring up a crop in many mstances as well as 
to mature the pl ints, 

so, they would be vitally interested in when and how lon ae | would 
take to inake these loans avall ible should we have another dry yeal 
Weare y itally interested and concerned about Sup] lemental irrigation 

Mr. McLeatsu. Well, in answer to that question: it vould be 
necessary for us to determine: (1) whether the supply of water 
adequate. I believe that would be the most important question. 


Mr. Garuines. You can almost clip it out by the bucket down there 
Inmy country. Weare suffering from a lack of it during the 
eason, 


Mr. Me arg Then also there is a que tion of the right to the 


rrow ie 


water. That is, riparian rights, or as they have in the West, right 
of prior use. Kad thas will have to be a determination as to whethe 
this area has riparian rights or whether a riparian right would act 
against it. It is somewhat of a "Eeecens matter that we will have 


to look into in the eastern part of the count ry. 

Mr. Hutu. If I might ask a question : 

It looks like we, in Colorado, are just on the verge of developing a 
Jegal plan or program to grant the rights to this underground water. 
That is what you are speaking about. We are not sure in Colorado 
yet what kind and type of legislation is Polng to be necessary to say 
to a man that he can pwmnp these lakes out under the ground. 

Now, what our friend from Arkansas, Mr. Gathings, is talking 
about is the water probably that is alwe ays in an unlimited reservoir 
under the surface of the eround, In that case, you do not have much 
of a problem about the water rights. But in our State, where we get 
the underground reservoirs from the draining of the snow way down 
hundreds of feet Below the ground and coming up to the surface as 
lakes, the water level goes ‘down to such a point that you cannot 
afford to pump them at all. That reservoir is not of too much 
value to the farmers. Now, we have a few of those areas In my own 
district where the water table, after pumping, looks as if it is not 
replacing the water at all. In other words, the water level just goes 
down almost according to the ratio that you pump out. And once 
you have pumped it out, maybe it will never be replaced. And there 
are other places where you do not seem to be able to lower the water 
table level at all. 

You are probably in one of those types of places. And, if you are, 
of course your question of water rights would never be very serious. 
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Mr. Garuines. Well, you get a good supply of water in our area. 

I just wanted to ask one other question as to whether or not this 
particular $5 million seems to be adequate, and whether or not $350,000 
for administrative expenses would be sufficient to ask in a supple- 
mental appropriation bill. 

Mr. McLraisu. Well, we are asking for a $5 million supplemental. 
We have $6,500,000 in the present budget. It will be $11,500,000; and 
then this $850,000 will be in addition to what we already have. 

_ Mr. Garuixes. How much was required in the past year, the past 
cal year, to carry on this program in the 17 arid and semiarid areas 

of the West ? 

Mr. McLeaisu. We have $6,500,000 of loans funds. 

Mr. Garuines. And the year before? Do you recall that ‘ 

Mr. McLeatsn. The same amount. 

Mir. Garxaines. About the same amount? 

Mr. McLeaisn. Yes. 

Mr. Garuines. How long do you think it will take, Mr. McLeaish, 


d this program if we were to have a very dry July and appli- 
eations poul 1 from the ml i- uth area / How lo pL do you th ink 
[ ould take to get the surveys completed so that you ‘ould begin in 
us far idditional pel onnel and loan requireme! ts would 
be coneerned 
Mr. Suivi. Well, we would probably begin to make loans within 
days, I expect, after the act was enacted and adie, 


Mr. Hinw. Thank you, 
the Cuarnman. Mr. Hoeven. 

Horven. Mr. Scott, throughout the past few sease ms, at least 
the Midwest section of the co ntry, the water level seems to have 


been going down considerably resulting in a lot of dry wells and 
king it necessary fo farmers to haul water long distances to water 
their cattle and livestock. T am just wondering how the provisions 
of H. R. 83 would help that situation. 
Mr. Mi Li ATS. Well, if it «le veloped that Wwatel could be found 
deepel level. oa — deepened, 
Mr. Hor VEN \W! l ld vou do? Would you have an engineering 


urvey to ere wha should be done. or just what would be the 
mechanism of it?) How would you help our situation ¢ 

McLeaisu. An engineering survey, I think, would be the only 
thing to do to begin with, to determine whether the water was avail 


ible. And the event that you found that the water was sienna. 
an association might be formed to pick the water up at one place and 
tr port it down the road. 


Mr. Ih EVEN. You mean on the surface / 

Mr. McLeatsn. On the surface if. it happens to be available. 
Through a pipeline is the way it would be transported. 

Mr. Horven. A lot of these farmers are far removed from running 
water. They are just dependent entirely upon water that is in the 
round. They go to considerable expense in digging deep wells: and 








sometimes they find no water. S , they have to haul water. What 
are you going to do about that? 

Mr. Suirnu. These loans are available for both domestic water sup- 
plies and for irrigation purposes. And in the Western States where 
this question of domestic water is quite a problem, we have been serv- 








: 
: 
: 
: 


MISCELLANEOUS HEARINGS az 
ing some farmers through the organization of groups; some 15 or 20 
farmers organize an association, and the loan would be made to the 
association for the purpose of developing a central water supply and 
piping the water to each farm from that central supply. 

Mr. Horvi N. Would that include engineering and exploration of 
different kinds? 

Mr. Smiri. Yes, sir. 

Mr. Lovrr. I am sorry that I did not hear your preliminary state 
ment. But do 1 understand correctly that this bill is primarily for 
the purpose ot expediting and expanding the tapping and opening of 
iquifers that we find around the country? Is that the primary pt 


pose oft it ¢ 


Mr. McLean. Yes. And, of course, surface waters as well. 

Ir. Lovrr. But I believe in South Dakota, we have experience along 
that line of getting FHA loans for the purpose of tapping these 
iquifers and it has proven very satis! CTOry my state. 


Mr. McLeaisn. Yes, sir. 


Mr. Lover. Could vou tell me how many individual loans are 1 


; 


outstanding 
Mir. Sauri Yes, sn I do not have the 1 uber of loans that are 
outstanding, bu rhe the heeption of the pi rain, Sv 1.30629 
been loaned to individual farmers and ranchers. 
Mr. Hisa.. How Many years 1s that! 
Mr. Smirn. Since 1937. 
At the present time, there are 5.892 active loans to individual 


farmers. 
Mr. Lovre. And those loans are principally in what portion of the 


country ¢ 

Mi Smitru. Thev are all in the 17 Western State This program 
has not been operating except in the 17 Western S ince the incep 
tion of the program, 

Mr. Lover. Now, to carry out the thought of Mr. Hoeven: who pays 
for the survey to determine where these aquifers are and the feasi 


bility of this type of irrigation ? 


Mr. SMITH. We have a lin ited stat? of engineers on our State staff 


and nation ul staff. Four of our engineers are headquartered in the 
West: two in Salt Lake ( iC and two in Denver. Those technical 
engineers gather the necessary data from geological surveys, from the 


Soil Conservation Service, and from other available SOUTCeS for the 
purpose of reporting to the Administrator the areas in which these 
loans can be made On a feasible basis for irrigation purp Ses, An | 
that is the manner in which the areas are approved. 

Mr. Lovrr. Now, I know it is very successful out in my State. My 
question is this: have you suffered any financial loss on any of these 
loans to date / 

Mr. Smiru. There have been $9,700 written off. 

Mr. Lovre. Out of $20 million ? 

Mr. Smivii. Out of better than $30 million. 

Mr. Hint. That is direct losses. The means writing it off where 
they just had to take a straight loss. But your interests and your 
pay ments have been ext raordinarily high in percentage ? 

Mr. Smiru. That is right, sir. 
Mr. Lover. Do you have any applications on file now for these 


loans ¢ 
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Mr. Smiru. Yes, sir. 

Mr. Lovre. How many, roughly ? 

Mr. Smiru. On hand through December 31, 1953, we had 1,246 
applications on hand for individuals, and 84 applications on hand 
from associations. 

That has been increased, of course, some since December ol. ] do 
not have a more current figure than that. 

Mr. Lovrr. They have not been processed; is that right? Those 
app! cations have not been processed ¢ 

Mr. Smrru. Some are in various stages of processing. 

Mr. Lovrr. What is holding up the processing ? 

Mr. Smrru. Well, of course, we have to make an individual study 
with respect to each association loan before we can determine whether 


loan is feasible. And the same thing has to be done, of course, in 
connection with individual loans. Some of these applications, of 
course, may not qualify at all. We have to make an individual in 
vestigation with respect to each one before we can determine whether 
a loan should be made. 


Mr. L VRE. H ive the app! eations been on an increase during the 


Mr. Smirn. Yes, sir. For the past several years, there has been a 


substantial mere 


e in the number of applications from both groups 


nd individuals for these loans. 


The CHarmman. The Chair is going to recognize Mr. Albert. 

Mr. Auserr. In Oklahoma, particularly in eastern Oklahoma, we 

ve had a lot of inquiries about whether this program or some pro- 
PTain would el ible low al associations and Col porations to make use of 
the water out of the large Federal lakes that have been constructed by 


the Department of the Army, Corps of Engineers, such as Lake Tex- 
oma, for irrigation purposes in places where those people think it 


would be feasible. 
Does this cover a situation of that kind ? 
Mr. McLeatsu. I think it would. Unless there are some peculiar 


reoulations or laws affecting Lake Texoma or similar lakes. In other 


words, the project itself may have something in its basic legislation 
that would prevent taking the water out for irrigation purposes. 
Lake Texoma is sort of a pleasure lake. 

Mr. Atnerr. If the water that is already released by the engineers 
had gone out of the lake into the river, would that be used and chan- 
nels cut to help divert the water for irrigation purposes below the 
lake ? 

Mr. Smiri. It would be purely a question of whether or not the 
group would acquire rights to the water for irrigation purposes. If 
they could, and it was a feasible lending transaction from the stand- 
point of repayment of the loan, this particular act would cover that 
type of situation. 

Mr. Avsert. I have not been able to find any agency that can do that 
sort of thing. The Department of the Interior apparently does not 
go into that section of the country, as it does in the West. So, we 
would have to come through something like this. 

There are opportunities there. The richest land in Oklahoma re- 
mains dormant. 

Mr. Smiru. Under the present statute, this program is available to 
Oklahoma farmers and ranchers. 


9 





5 
: 


MISCELLANEOUS HEARINGS 25 


Mr. Avsert. All of them? 

Mr. Smirn. Yes, sir. 

Mr. Aubert. So, the only limitation would be the $250,000? And 
if that was not enough, two or three corporations could be formed ¢ 

Mr. Smiru. Yes. This limitation would be a limitation on each 
borrower or association. 

The Cuatrman. Mr. Golden. 

Mr. Gotpen. | understand at the present time that the program is 
limited to what we sometimes call the arid or dry sections in the West ? 

Mr. McLeatsn. That is correct. 

Mr. Gotpen. And you feel that it should be expanded so as to in- 
clude any part of the United States / 

Mr. McLeatsn. Yes, sir. 

Mr. Gotpen. And it has proven very sucessful. And the Govern- 
ment has what you might say suffered no loss at all? 

Mr. McLeaisn. Practice ly none. 

Mr. Gotpen. And do you not think if it is expanded to the other 
portions of the United States that it would he ‘Ip the people in the East, 
South, and North where we are beginning to have dry spots in our 
own States? It will meet the emergency that has developed last fall, 
for instance, down in Kentucky where we had many, many counties 
that were so dry that our crops burned up? 

Mr. McLeatsu. That is right. 

Mr. Gotpen. This program would help to overcome that; would it 
not ? 

Mr. McLeaisn. Yes, it would. In other words, it could be a safety 
measure for farmers who suffer from dry spe ‘IIs all over the country. 
They would have water available when they need it. 

Mr. Gonpex. You have some diftie ulty in the West because the sub- 
terranean water sometimes is not suflicient to furnish the water for 
irrigation. 

Mr. McLeatsu. That is right. 

Mr. Gotpen. You could meet that problem pretty well in the South 
and East and always have sufficient water under the Me enfee if we had 
the program in operation; isn’t that right ? 

Mr. McLeatsu. That is right. It would only be a matter of deter- 
mining that the water is there. 

Mr. Goipen. It seems to me that everybody ought to be for this bill. 
The people who do not have it ought to ‘be for it. 

Mir Hit. There is one interesting thing I would like to ask right 
here at this point that we are going to have to answer. 

What is going to be the answer when we bring a bill out like this 
on the floor and someone says “Well, look at the surp yluses and the 
amount of land we already have in ecultiv: ation. Why should we 
prepare any more land for crop production?” Now, I have to answer 
that question on a project that we are figuring right now in the upper 
Colorado River Basin where they tell me that that will put under irri- 
gation 138,000 acres of good land. Now, why do we need 138,000 acres 
of good irrigated land in our production of crops in these United 
States ? 

Now, would you like to have a little discussion on that ? 

Mr. Goipen. I think that is a very pertinent que stion. But I think 
if we do equip our entire country and all of our little and big farmers 
so that if they are burned up like they were in Texas and Oklahoma 
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and Kentucky last year, we will have something for the groups and 
the individual farmers to fall back on so as to produce these necessary 
crops. I think it would greatly strengthen our country. The pro 
gram has not cost us anything. And to have that wonderful poten 
tial there certainly 1s not going to hurt us. 

I do not think the fact that we have a pretty good surplus of agri 
cultural products is nearly as dangerous to the country as to m: aybe 
face a drought when we could not produce enough to fe ed the people. 

The Cuarrman. Well, this will ad | to the stab lity of ATIC ulture 
and to the cOuUnTrY by making it possible to avoid the effects of these 
periodic droughts which we have in all parts of the country, no mat 
ter what the annual rainfall day be. 

Mr. Jones. 

Mr. Jones. Mr. Chairman, I know it was not intentional. But I 
think it should show that there are others of us interested in this in 
addition to ee who have introduced bills. 

The CHarrM. Yes, 

Mr. Jones. And I want that to be shown, because I am certainly 
interested. In fact, in the southern part of Missouri, we have been 

‘“arrying on some types of irrigation, I think, that are contemplated 
in this bill, both in sprinkling and surface irrigation. I want to see 
if I am correct. 

Now, this is administered by the Farmers’ Home Administration 4 

Mr. McLeratsu. That is right. 

Mr. JONES Are you as strict in making these loans as Vou would 
be in some of our other loans through the Farmers’ Home Adminis- 
tration? That is, as tothe availability of credit. 

Mr. McLeaisn. That is right. We follow the same rules that we 
follow in all of our loan programs. 

Mr. Jones. All right. What agency do vou depend on to give you 
the information as to whether or not the loan would be feasible ? 

Mr. McLeatsn. We will determine that principally with our own 
engineery. 

Mr. Jones. Farmers’ Home Administration engineers ? 

Mr. McLeatsn. That is right. 

Mr. Jones. That was what I was getting at. The Soil Conserva- 
tion Service in southeastern Missouri has been cooperating with in- 
dividuals who are setting up some of these irrigation projects. And 
they have done a fine job. 

Now, what I am getting at is: Does the Farmers’ Home Adminis 
tration contemplate setting up any pilot projects or carrying on any 
experimental work? Or do you have to depend on some other agenc y 
for that ? 

Mr. McLeatsu. If the Soil Conservation would make the determi- 
nation, then, of course, we would rely upon the determinations of the 
Soil Conservation Service. 

Mr. Jones. You would rely upon their determinations? 

Mr. McLeaisn. Yes. 

Mr. Jones. Do you run into much duplication of services or com- 
petition between these two agencies in carrying on this work? 

Mr. McLraisu. No; we do not. Asa matter of fact, we expected to 
cooperate with the other agencies of the Government. 
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Mr. Jones. Are there any other agencies, for instance, out here in 
the Midwest or the East that you think might be involved in this 
other than the Farmers’ Home Administration and the Soil Conser 
vation Service ¢ 

Mr. Smiru. In some States; ves, sir. The Extension Service has 
agricultural engineers that work in this same field. But our engineer 
ing staff is purely for the purpose of assisting people who apply for 
our loans to make sure that the loan is feasible; and we are also using 
the services of both the Extension Service and the Soil Conservation 
Service insofar as the exploratory work is concerned and insofar as 
work on individual projects is concerned. 

Mr. Jones. I have one other question, and then I think I will be 
through. 

Down in a portion of southeastern Missouri we have the Mississippi 
River. Is it contemplated to carry on any pilot experiments or to make 
any experiments in utilizing, say, the water from the Mississippi 
River, either storing it in reservoirs or utilizing it for irrigation pur 
poses ¢ 

Mr. SmivH. No. Such a proposal has not come before us yet. 

Mr. Jones. You do have things like that on the Rio Grande? 

Mr. Smit. That is right. 

Mr. Jones. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Abernethy. 

Mr. Anernerny. Mr. McLeaish, what is the amount of the average 
individual loan under the present authority ? 

Mr. McLratsn. The average amount is somewhere around $4,500. 

Mr. Averneruy. What about your corporate loans ? 

Mi. McLeatsnH. $39,000 is the average. 

Mr. Apernetuy. To what extent do you actually need the increase 
in ceiling on corporate loans from a hundred thousand ? 

Mr. McLeatsu. There are some 20 or 25 applications now on hand 
which exceed the hundred thousand limit. 

Mr. Avnerneruy. What do these corporations consist of? Are they 
made up of individuals who have formed a corpors ation for the pur- 
pose of providing water to their individual farms? 

Mr. McLeaisn. That is right. 

Mr. Anernetuy. Or are they incorporated farmers? 

Mr. Smit. They are associations, incorporated associations, made 
up of farmers that are interested in obtaining water for their farms 
either for irrigation or for domestic use. 

Mr. AserNnetuy. That was my understanding, but I wanted the 
record to clearly show that the reference you have made in your state- 
ment—and the reference is made in the bill—to corporations and agen- 
cies actually refer to associations of individual farmers formed for 
the purpose of bringing water to themselves collectively, which can 
be done more satisfactorily, efficiently, and economically than it can 
be done individually. 

Mr. McLeaisu. That is correct. 

Mr. AnerNEtHy. Now, what is the ceiling, if there is a ceiling, on 
the interest that you are charging? 

Mr. McLeaisu. There is no ceiling on the interest in the present 
legislation. 

Mr. Asernetuy. Do you fix that interest ? 

Mr. McLeaisu. That is fixed administratively. 
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Mr. AperNeray. What do you ordinarily fix it on? 

Mr. McLeatsn. At the present time the rate is 3 percent. 

Mr. Aserneruy. Then there is undoubtedly some cost to the Gov- 
ernment in administering the program ¢ The program is not self- 
sustaining ¢ 

Mr. MeLeatsu. I would not say it is, no. I do not think that any 
part of the programs we operate are actually self-sustaining. 

Mr. Anerneruy. [| was just curious to know whether it was or not. 
And IT assumed that it was not when I saw that it would require $350,- 
000 to administer $5 million worth of loans. And 1 am not being 
eritical; but I am curious. That is about 614 percent for adminis- 
trative purposes only. 

Are there any other costs that would go into the making of these 
$5 million in loans other than the $350,000 that you estimate 4 

Mr. McLeatsu. Well, probably a portion of the regular services of 
the Farmers’ Home Administration. I think that this year our cost 
willrun about 9 percent of the loans made. That is everything inelud- 
ng supervisory services and so forth down the line. It is only about 
3 to 4 percent of the loans outstanding plus the new loans during the 
years. 

Mr. Anerneriy. Nine percent? 

Mr. McLeaisu. A year ago it was considerably higher. We have 
loaned out a much larger volume in money this year. 

Mr. AnerNerny. I understand that the agency was not created with 
the intention of breaking even. There is a service to be rendered 
there which is of benefit to the public. And that must be calculated. 

Now, are the limitations which the bill proposes to increase imposed 
as a result of language which was tied onto an appropriation bill 
some few vears ago? 

Mr. McLeaisu. I do not think IT can answer that question. 

Mr. Surry. No, sir. The $100,000 limit in the water facilities bill 
was, L believe, an amendment enacted some years ago, some several 
years ago, to t he Wheeler-Case Act. 

Mr. Anernetiy. Is there a ceiling now on the amount that may be 
loaned to an individual ? 

Mr. Smirrn. No, sir, there is not. Except that it is limited to this 
extent: That the program had not been made available or the loans 
have not been made available to individual farmers, except to those who 
were operating not larger than family-type farms. So that auto- 
matically made some limitation with respect to the size of loans. 

Mr. Anerneruy. What security is taken for a loan of this type? 

Mr. Smirn. In connection with irrigation loans, we take a mortgage 
on the farm of such quality as is available that will reasonably secure 
the loan. 

Mr. Anernetiy. Ordinarily over what period of years? It is an 
amortized loan: is it not? 

Mr. Smirnu. It is a maximum of 20 vears 5 but most generally it is 
10 years. 

Now, the individual loans that are made for the purposes of in- 
stalling or improving a domestic water facility, such as placing a 


pump on a well and making livestock water available or making water 


for home use available are smaller loans, and almost generally are se- 
cured by chattel security rather than a mortgage on the farm. 
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Mr. Anernetny. Is there any requirement that the prospective bor- 
rower first seeks to finance a loan of this kind through private agencies ? 

Mr. Smiru. Yes, sir. These loans are not available exce pt to farm- 
ers who can make showings satisfactory to us that credit for this pur- 
pose is not available from private sources. 

Mr. Anerneruy. When you say “not available,” do you mean not 
available at 3 percent interest, or at 4 or 5 or 6 percent interest ? 

Mr. Smirn. No, sir. We mean at prevailing interest rates. 

Mr. Asernetuy. What do you mean by “prevailing ?” 

Mr. Smiru. Five and six percent interest. 

Mr. Apernetruy. I do not know whether you include this in your 
tatement or not; but what amount of money 1n loans are now out- 
standing—the aggregate amount outstanding / 

Mr. Smirn. The principal amount outstanding at the present time 
is $18.642 29395. 

Mr. Anernetuy. How have your appropriations met the demand ¢ 
Have the appropriations been adequate to meet the demands made for 
loans ¢ 

Mr. Sorry. That has varied some by fiscal years, depending upon 
the weather conditions in States. Now, this year, in the drought 
States, the States in which the President has declared a disaster, we 
have also been making some loans for irrigation purposes out of the 
economic emergency fund. And that has supplemented our regular 
water facilities fund to some extent this fiscal vear. 

Mr. Anernetuy. Well, in the event that this legislation becomes 
law—and I trust it will—I am quite sure that it will—do you con- 
template the establishment of offices, engineering offices, in some of the 
drought areas / 

Mr. McLeaisn. Yes; we would have to I believe. 

Mr. Aperneruy. Hlow do you go about that? What do these men 
do? Dothey make various surveys? Are the findings made available 
to the farmers giving them some a of how much water is there, 
where it may be located, and the approximate cost that it would take 
to bring that water into use / 

Mr. McLeaisn. Well, mostly they rely upon the surveys made by 
the Soil Conservation Service and the Extension Service and any other 
geological surveys that may be available. And they gather that mate 
rial together and establish the fact that the water is available and that 
it is available at a place or depth that would make the project feasible. 

And then within the local areas, our State directors will know in 
what areas of his State the projects would be feasible. 

Mr. Asernetiy. I assume that in order for farmers to negotiate 
one of these loans collectively as an association or corporation, the 
State in which they live must have passed enabling legislation per- 
mitting them to set up some sort of organization for that purpose. If 
that is the case, then, in order for this act to function in the humid 
areas insofar as an association or corporation is concerned, enabling 
legislation would more than likely have to be passed by the State 
legislature. 

Mr. McLeatsu. That is possible in some States. I would not know 
which ones. And we would, of course, have to look over that legis- 
lation to see what we would require and how it would fit our re- 
quirements, 
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Mr. Anpresen. Along the line of your questions Mr. Abernethy : 
I notice on page 2, line 13 of the bill, it says: 
No aid shall be extended. 


Now. by using the term “aid” there instead of “loan.” could that 
be construed to be a grant? 

Mr. Smirn. No, sir. That has to do more with the technical service 
that is rendered in connection with the loan, to determine whether 
the facility from an engineering standpoint and from a water rights 
standpoint is feasible. 

Mr. Anpresen. Well, that section deals largely with the amount 
of the loan. 

Mr. Smiru. It is not contemplated that any grants would be made 
under it. 

Mr. Anpresen. Why do you not use the term “loan” there instead 
of the word “aid”? Or, if you refer to aid as technical service and 
things of that kind, then it is all right. 

If a man’s indebtedness is over $25,000, then he is not entitled to 
this aid? Is that correct ? 

Mr. Smiru. That statement has reference to the size of loans that 
we can make under this particular legislation. But we could not 
advance a loan to an individual farmer to cause his indebtedness un- 
der this act to be greater than $25,000. 

Mr. Anpresen. Well, I read that. But in the first part of that 
sentence, as I understand it, it says: 

No aid shall be extended under the provisions of this act which will result 
in any individual, partnership, trust, estate, or unincorporated association be- 
coming indebted to the United States in a principal amount outstanding at any 
time in excess of $25,000. 

I suppose this aid you are giving is to determine whether or not 
it will cost over $25,000. 

Mr. Suirn. I think the word “aid” there could be replaced by the 
word “loan.” 

We want to make it clear that we do give some technical assistance 
to associations and individual farmers that receive assistance under 
this program and we do not charge for that. 

Mr. Anpresen. I am rather confused about this word “aid,” be- 
cause that portion of the paragraph deals with the amount of the 
loan. 

Thank you. That is all I had 

The Crarrman. Mr. McIntire. 

Mr. McInrime. In relation to the paragraph in the bill previously 
referred to by Mr. Andresen, is there a conflict if the word “aid” is 
changed to the word “loan” with the intent of this paragraph in rela- 
tion to technical services? Under no consideration would he be in- 
debted for the technical services anyway, would he? 

And, later in the paragraph, you use the words “becoming in- 
debted.” Would that protect your purpose of not limiting technical 
assistance if the word was changed ? 

Mr. Smirn. Of course, the original act did permit. grants. And 
the reason erants are not made now is because of administrative 
policy, and because the appropriation is limited to loans. 

Mr. McIntire. Mr. Abernethey covered 2 or 3 questions which I had 
in mind. But I would like to ask a question relative to the statement 
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that was made by Mr. Smith that 99 percent of the principal maturi- 
ties of these loans have been paid. 

Mr. Surry. That is correct. The principal amount that has been 
matured has been collected in the amount of 99 percent. 

Mr. McInvire. Now, I think you gave us at some time in your 
testimony the fact that the total amount of somewhere around $30 
million had been loaned under this legislation. 

Mr. Smirn. That is correct. 

Mr. McIntire. There is outstanding $18,600,000 ¢ 

Mr. Soirn. That is right. 

Mr. McIntire. Are we correct in assuming that the difference has 
been maturities / 

Mr. Smirn. Yes, approximately $12 million of these loans have 
matured. And repayment on it has been 99 percent. 

Mr. McInrire. We could assume also that it has been paid without 
serious delinquency 4 

Mr. Smiru. That is correct. 

Mr. McIntire. Now, in connection with the repayment period of 
these loans. do I understand correctly that in the ease of individuals 
and associations, it is set up on about a 20-year basis and sometimes 
less ¢ 

Mr. Smirn. That is correct with respect to loans to individuals. 
Loans to associations can be amortized over a period of 30 years or 
less, depending upon the repayment ability of the association. 

Mr. McIntire. And in connection with these loans, you do try to 
secure them as completely as possible ¢ 

Mr. Smiru. That is right. 

Mr. McIntire. Is it a requirement that they must be secured loans? 

Mr. Smirn. Yes,sir. Each loan must be secured in the best manner 
possible. 

Mr. McIntire. How do you secure a loan with an association 4 

Mr. Smiru. We obtain a mortgage on the association’s property, 
including its water rights. And we also obtain from the association 
an assignment of the amount that each individual participant pays 
into the association each year. We obtain an assingment on that. 

Mr. McIntire. You obtain an assignment on their income, that is? 

Mr. Smiru. That is right. 

In some cases in the West, the assessments that the association makes 
on each member of the association has the same effect as being a tax 
assessment on each individual’s farm. And, to that extent, the 
individuals are obligated for the association’s indebtedness. 

Mr. McIntire. And those assessments are secured by liens in case 
of default, so to speak ¢ 

Mr. Smirn. Yes, sir. And those are assigned to the Government 
as an additional security for the loan. 

Mr. McIntire. You do have a line of collateral security through to 
the individual’s farm in some instances ¢ 

Mr. Smirnu. That is right. 

Mr. McIntire. In the case of individual facilities in connection with 
an individual loan, if it were a well or whatever the facility might be, 
how do you secure that loan ? 

Mr. Smiru. If it is an irirgation type loan, they are secured by 
a mortgage on the farm. Now, if there is a first mortgage already 
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on the farm, we appraise the farm from the standpoint of agricul- 
tural value and determine before we make the loan whether there 
is reasonable equity in the farm over and above the first mortgage 
that would reasonably secure our loan. In connection with individual 
loans for domestic water supplies, they are much smaller loans. The 
average is eight or nine hundred. We generally secure those by 
chattel security, obtaining chattel securities. 

Mr. McIntire. You mean chattels which are in no part related to 
the project, but simply collateral security for the loan? 

Mr. Smiru. That is right. 

Mr. McIntire. In this paragraph 8, reference is made to the indi- 
vidual or partnership, and so forth, not becoming indebted in excess 
of $25,000. That is, not becoming indebted to the United States in 
the principal amount at any time in excess of $25,000. 

There you specifically refer to indebtedness under this act and 
not in relation to any other indebtednes which he may have to the 
United States ? 

Mr. Smirn. It has reference to the indebtedness under this act. 
That is what the meaning and intent of it is. 

Mr. McIntire. Thank you. 

That is all I had, Mr. Chairman. 

The Cuairman. Mr. Wheeler. 

Mr. Wueever. I was interested a few minutes ago in an answer 
you gave to Mr. Abernethy’s question. And he asked you whether 
it would be necessary to establish due administrative facilities in an 
area that this proposed legislation extends the program to. That is 
the eastern part of the United States. 

Now, in a State, we will say—use my home State of Georgia, for 
example—you already have your Farmers Home Administration with 
the administrative facilities in existence. To what extent would you 
be required to expand your existing administrative facilities? 

Mr. McLeatsu. Well, we would need an additional staff of people 
trained in water facilities loan making. Now, we might not neces- 
sarily establish one in the State of Georgia. But we may have one 
serving several States. And we will have those spread around this 
eastern part of the country. And this $50,000 will be required for 
that sort of a staff. 

Mr. Wueever. For instance, if you went down to the county level, 
you would not require additional administrative personnel at the 
county level ¢ 

Mr. McLeatsu. No, not at the county level. Our same county 
people can handle the actual county part of the work. The only 
thing we will need extra people for is we will need people trained 
in water facilities loan making to check on the feasibility and so on, 
and the type of loan and everything else. 

Mr. Wueever. I was concerned over the possibility of duplication 
since you already have a technical staff within your Soil Conservation 
Service. I wondered if you were going to duplicate the technical 
facilities that are available through that Service? 

Mr. McLeatsn. No. We would not duplicate that technical type 
of service. But we would need people who are familiar with those 
technical things and who are familiar with all of the conditions of 
making water facilities loans. And in most of the Western States 
we have had those kinds of people at the State level. 













Se re ron De RE ee 


MISCELLANEOUS HEARINGS 33 


Mr. Wuee er. In other words, administrative personnel you 
already have within your organization for the purpose of processing 
other types of loans which the Farmers Home Administration handle. 
They could not be given sufficient additional training to handle these 
loans in conjunction with their other activities ¢ 

Mr. McLeatsu. They could in some States. But we have reduced 
our staff to eliminate a lot of excess people within the past year. Now, 
if we go into a new program, we could conceivably need more staff to 
take on this additional burden. 

Mr. WHeeE.rEr. I was wondering, for instance, at “X” County level 
where Farmer “A” makes an application for an irrigation loan if 
you do not already have available to you technical assistance through 
the Soil Conservation Service sufficient to meet the technical require- 
ments. Your administrative personnel is already available through 
your currently established administrative facilities. I just wondered 
how much additional you would require. 

Mr. Sirn. piv the extent that the Soil Conservation Service has 
engineers that can do that or could handle the technical aspects of 
this partic “Nd fea of loan, we, of course, would not duplicate their 
staff. We would use their facilities. That is the way we have been 
operating in the West. 

Our engineering staffs in the West are very limited; and it is for 
the purpose primarily of making sure that our loan-approval officials 
have adequate technical assistance available to them to make sure that 
the loan is feasible both from an engineering and economic standpoint. 

Mr. WHEELER. The objection that I would raise is to duplicating 
at the administrative level, whether it is at the county or State level, 
the existing technical personnel within the Soil Conservation Service 
or with the Farmers Home Administration. 

I have one other question. 

What type of security do you obtain on these loans when they are 
made to a corporation when the corporation does not hold title to 
any land ¢ 

Mr. Smirn. Well, a corporation, sir, would hold title to some land 
in connection with the facility. In other words, it would own the 
land on which the water sources would be located and would have to 
acquire some interest in the land where the water source was. So, we 
would take a mortgage on that, and we would also take a mortgage on 
such other property as the association owned in carrying out its 
operations. 

In addition, we would take an assignment to the assessments that 
each farmer would have to pay to the association in order to carry 
or maintain the association property. And in that manner we have 
been able to satisfactorily secure these group loans. 

Mr. Wueetrer. In other words, from experience, you are satisfied 
with the soundness of the securities / 

Mr. Smiru. Yes, sir: we are. 

Mr. Wnreerer. That is all I have. 

Mr. Apernetuy. Mr. Smith. with regard to the loans made avail- 
able to any “corporation or agency.” Does the original act refer to 
corporations or agencies; or is that new language? 

Mr. Smiru. The original Water Facilities Act does not refer to indi- 
viduals or associations or corporations. 
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Mr. Anernetuy. It does not? 

Mr. Sarrn. No, sir. 

Mr. Anerneriy. It does not refer to corporations or agencies ? 

Mr. Smiru. No, sir. 

Mr. Anerneruy. Well, now, as I had interpreted this bill, with the 
message which came over in support of it, I had understood that it 
simply increased the ceiling of the loans available to corporations or 
agencies from a hundred thousand to two hundred and fifty thousand. 

sut now it seems that the object is to also make loans available to 
corporations and agencies. 

Mr. Smivrx. No, sit 

Mr. Anerneruy. They are not? 

Mr. Smrru. We do not intend to change in any way the manner in 
which the program has been operating in the past except to increase 
the size of loans that can be made to groups. 

Mr. Anernetuy. But you have put new language in here which does 
not appear in the original act. And the new language is “any corpo- 
ration or agency.” Now, personally, I am not interested, and I am 
sure the Farmers Home Administration is not interested, and I think 
also that the members of this committee are not interested, in making 
loans directly to corporate farms or organizations of that kind. But 
I am afraid I did not exactly understand what this corporation or 
agency refers to. I do not mean that it was intended that this lan- 
guage would make loans available to concerns of that kind; but I 
think that is what it would do. 

Mr. McLeatsu. The intent of the word “corporation” in there is 
incorporated groups of farmers who will form a corporation for the 
purpose of distributing water among a number of farmers. The word 
“agency” is intended to mean the same thing. 

Mr. Anerneruy. Do you not think we ought to make it clear in this 
act ¢ 

Mr. McLeatsn. We would like to have it made as clear as possible. 

Mr. Anernetriy. Do you agree with me that right now it does not 
exactly do that, or it might be otherwise interpreted 4 

Mr. McLeatsir. We would not object to an amendment that would 
clarify it. 

Mr. Anernetuy. And make it clear that the object is to make the 
loans available to farmers, individual farmers, who have associated 
themselves together as a group not for the purpose of carrying on 
corporate farming, but for the purpose of setting up a legal entity ‘that 
might execute the note for the repayment of the loan to build a com- 
munity facility for the benefit of its members. 

Mr. McLeaisn. I think probably you can incorporate that in the 
report on the bill. We certainly would like to have that as clear as 
possible. 

Mr. Hix. Let me say this: you have to say “an incorporation” 
because in our whole area all of these little districts are all incorpo- 
rated. You cannot operate without being incorporated. They do 
not operate for a profit. You could put that in there and you would 
have them ruined. 

Mr. Anernetrny. Of course it is not my object. It would not be 
my objective to interfere with that. The point I am trying to get at 
is that I do not think this committee wants to report out a bill for the 
purpose of financing corporate farmers. Now, I do not think we 
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want to do that. I am sure it is not the intention of the administra- 
tion or this agency or this committee to do that. But as this bill 
reads now, I am a little bit concerned about it. And I think we 
understand one another; and I think we can draft language if we all 
agree on it as far as that is concerned. 

Mr. Scorr. May I say on behalf of the Department that we are in 
full agreement with your point there. When it comes to an indi- 
vidual operation, whether it be an individual or a corporate form of 
individual farming unit, we are very much in favor of having the 
Farmers Home Administration restrict their activities to the family- 
size operation. . 

Mr. Garuines. Wait a minute. Do you mean to tell me you are 
operating only for a man who lives with his family on a farm, even 
if it is 5 acres and no more, just for his own personal operation ? 

Mr. Scorr. The family-size farm is the type of operation which 
we think the Farmers Home Administration 

Mr. Garnurnes. There is no need of going any further, Mr. Chair- 
man, if that is all the bill will do—just loan to a man who has to live 
on the place strictly, solely, and exclusively before he can get a loan. 
If a man has a tenant on the farm he is not entitled to a loan? Is 
that right? 

Mr. Smiru. Under the water facilities program, as it has been oper- 
ating in the past, up to the present time, we have been making these 
water facilities loans to individuals who were operating not substan- 
tially larger than family-type farms or who owned not substantially 
larger than family-type farms. 

Mr. Garnines. And that is what you recommend against a man, 
that because he has acquired a hundred acres of land, he cannot get 
a loan? If he had two tractors he cannot operate, and he has a 
tractor driver, do you mean he could not get a loan just because he 
has a tractor driver? 

Mr. Smiru. There is nothing in this bill that would keep us from 
making a loan to an owner that has two tractors. There is nothing 
to keep us from making a loan to an owner who owns what we con- 
sider a family-type farm but who has it rented or leased out to some- 
one else. We could make a loan to that owner. 

Mr. Garuines. Pardon me for interrupting. 

Sut it is a good thing that you are here so that we can find out just 
what you have been doing. I do not know what you have been doing 
in the West. I know it is badly needed; but just because a farmer 
has 4 or 5 tractors, he would be denied under the program that you 
have been instituting in the 17 States out West. It is time for the 
program to be 

Mr. McLeaisn. If he only had a hundred acres of land, he would 
not need more than one tractor. You can operate 250 acres with one 
tractor. 

Generally a man with a thousand acres of land could probably get 
his credit privately. 

Mr. Garutnes. Suppose he could not? 

Mr. McLeatsn. I have been an operator of one of those corporate 
farms, and we have always gotten the money somewhere else. We 
have never borrowed anything from the Government. I have been 
president of the corporation which operated a corporate farm, and we 
have always managed to get credit privately. 
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Mr. GATHINGs. Suppose you cannot do that, though / 

Suppose you buy equipment that will require several years to pay 
for; the bank will lend it to you for 1 year; but suppose it is going to 
take you 5 years to pay for your equipment. 

Mr. Smiru. Borrowers who paid up irrigation loans in 1952, on the 
average, owned 258 acres of land. Borrowers who received these loans 
who paid them up at the end of 1952 crop year on the average owned 
258 acres of land. 

Mr. Garuinecs. Well, if a man gets some labor out of Mexico to 
help him harvest his crop, he would not be eligible ? 

Mr. Smiru. Yes, he would be eligible. He would be eligible, yes, 
sir. 

Mr. Anernetiy. I am glad that Mr. Gathings has brought this out. 
I have been probably laboring under a misapprehension about this 
legislation and the present authority. 

Now, I am not one of those fellows who wants to get the little 
farmer in this thing, although I did want to separate the corporate 
farmer from the individual farmer. And I think it ought to be done, 
and it ought to be made very clear in this legislation. But, as you 
noted, Mr. Smith, a moment or two ago, there is a tremendous amount 
of interest in my State of Mississippi and also in Arkansas. It seems 
that the greater portion of the interest is located in the alluvial delta, 
which is made up principally of small farmers, although there are a 
good many large farmers there; and when I say large farmers, I 
mean those who operate several hundred acres of land—maybe one 
or two hundred acres, and as high as 1,500 or 2,000 acres, which in my 
section is really a terrific farm. But I question whether or not a 
loan of this type, the object of which is to eliminate some of the risk 
in farming, should be limited to just what we call the family type 
farm. I have supported legislation in behalf of the family type 
farmer, and I will continue to support it. But I do not think it ought 
to be limited just to that group. Here is a man who has 250 acres. 
He has several tenant families on it. Maybe he has 1,500 acres. I] 
believe you made your average 250. I just feel that loans of that 
type ought to be available to them if they cannot get credit somewhere 
elec 

Mr. Hitt. Well, you see it could not possibly be right in your sup- 
position, because you would have no reason in the world to put a top 
limit of $250,000 if the thing you are talking about was going to be 
true. Now, the bill Says that you can loan up to S$250.000. That 
means that a certain type of corporation could get this money. 

Mr. Anernetuy. I simply wanted to pin down the type of corpora- 
tion. I wanted the corporation to be spelled out. I wanted it said 
that it would be an organization composed of Bill Smith and John 
Jones and Bill Hill, and such individuals. 

Mr. Huw. That is the way we have it in our corporation for irri- 
gation districts. 

Mr. AnernetHy. Each of whom operate farms and they have set 
up this association only for the purpose of benefiting the community. 

Mr. Huw. That is right. And the water irrigation is written like 
this: if you sell your farm, usually you have to sell your stock of 
water. 


Mr. Anerneruy. Yes. 
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Mr. Hitt. Some companies require that in order to purchase that 
farm and water, you have to sell the water with the farm. It is just 
written that way. No one can own water shares who does not own 
the land. Now, you could write this up and have your amendment 
in here that this would be a nonprofit organization. Your cotton 
group could not qualify because they operate to make money. No 
corporation could come under this, because they operate to make 
money. But this is operated for something else. 

Mr. McLeatsu. The limit on this to an individaul farmer is $25,000. 

Mr. Avnerr. May I ask this question: 

If a community facility such as an irrigation district were con- 
templated under this legislation by a corporation or an association 
made up of individual farmers, the fact that some of those farmers 
happen to own a thousand acres of land and were prosperous would 
not prevent the corporation from being eligible if it was otherwise 
eligible, would it? 

Mr. McLeatsn. No, it would not. It does not at the present time. 

Mr. Hitz. That answers your question. 

Mr. Garuines. Yes. I just wanted to get it clear. Someone had 
made the statement that these loans are available for the family-size 
farm when they cannot get money anywhere else. 

I do not know what you describe as a family-size farm, and I did not 
want to cast my vote in favor of a piece of legislation that would be 
discriminatory against the farmers in my district. 

The Cuarrman. Is everyone satisfied on that point? 

(No response. ) 

The Cuarrman. If there are any further questions on that point, 
let us develop them right now. 

(re there any further questions ? 

(No response. ) 

The CHamman. If not, we thank you very much, Mr. Scott and 
Mr. McLeaish and Mr. Smith for your presence here and the informa- 
tion you have given the committee. 

(Statement on H. R. 8386, by National Farmers Union, follows :) 


EXPAND WATER FACILITIES LOAN PROGRAM—STATEMENT OF JOHN A. BAKER, 
ASSISTANT TO PRESIDENT, NATIONAL FARMERS UNION 


National Farmers Union approves in principle legislation introduced to expand 
the water facilities loan program to the entire United States. In expanding 
this program, however, attention should be given to the matter of increasing 
appropriations. It goes without saying, almost, that the need for water develop- 
ment in the 17 Western States far exceeds the $6,500,000 requested by Secretary 
Benson. Further expansion of the program will, of course, bring about the need 
for substantial additional funds if anything more than a token effort is to be 
made to meet the pressing needs for farmers for facilities to obtain additional 
water for pastures and growing crops. 

National Farmers Union has recommended in appearances before the Senate 
and House Appropriations Committees that appropriations for water facilities 
loans be increased to $13,500,000 in the area being served under existing legis- 
lation. It is further recommended that this committee instruct the administra- 
tor of the Farmers’ Home Administration to prepare estimates of any deficiency 
appropriation he may find is required in connection with the administration of 
an expanded water facilities program. 

Supplemental irrigation in humid areas east of the Mississippi River should 
not be looked upon only as insurance against periodic drought. Farmers in 
humid areas who have put in irrigation systems report that increased produc- 
tion in years of normal rainfall will repay the cost of an irrigation system, 
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In a drought year such as that whch caused widespread disaster to farmers in 
t! Southeastern States last year, a system is even more essential to prevent 
loss of crops and incomes. 


The United States Department of Agriculture has made available compara- 


tive s of beef production in the Pacific Northwest which has long, dry sum 
mers hese summers are very similar to those in the Southeastern and other 
Eastern States. Without irrigation beef production in the Pacific Northwest 
seldom exceeds 250 pounds per acre. With irrigation, however, 600 pounds of 


beef can be produced per acre 


I:xperiments in Virginia, reported by the United States Department of Agri 
culture also show a gain through irrigation of 3,000 pounds of alfalfa per acre 
dry weight 

Farmers who have obtained water facilities loans through the Farmers’ Home 
Administration have realized phenomenal success through irrigation on produc- 
tion gains. The average gains reported by 213 Farmers’ Home Administration 
irrigation loan borrowers who repaid loan in full in 1950, 1951, and 1952 are 
as follows: 

Average corn yields increased from 15 to 54 bushels per acre. 

Average small-grain yields increased from 14 to 28 bushels. 

Average milk yields increased 39,477 to 49,651 pounds per farm. 

Average cotton yields increased 198 to 421 pounds per acre. 

Net worth of these farmers, many of whom occupy farms in submarginal 
areas, increased from $10,650 to $26,600 and net cash farms incomes from $2,300 
a year to $6,200 a year. 

In support of increased appropriations for water facilities loans for the entire 
United States, consideration should be given to the fact that all of the money 
loaned under this program is in the form of self-liquidating investments and 
will all find its way back plus interest, into the Treasury of the United States. 
The funds authorized for use under this program will be repaid if returned to 
the Treasury as follows: 

(a) Loans paid directly. 

(4) Interest of the loans will repay salaries. 

(c) Increased income-tax receipts each year will offset such items as cost of 
the nroney loaned and any losses on loans. 

(d) Increased production of our basic resources, land and people, contribute 
directly to our basic national income by furnishing the commodites which are 
a foundation for doing business. 

(e) Aside from the dollars-and-cents approach to benefit to be derived from 
the program is the strengthening of our family type farmers and, through them, 
the strengthening the Nation’s family farm pattern of agriculture. 

There is need in the West for an expanded water facilities program as re- 
flected by the ever-increasing demand of individuals, cooperative water associa- 
tions, and other groups that, through cooperative effort, desire to develop or im- 
prove facilities for domestic water supply or irrigation of crops and pastures. 
There is ample evidence also of an extensive need in the less arid areas of the 
country for the development and improved use of water. 

According to a preliminary report of the 1950 census of housing approximately 
one-half of the 5,894,000 occupied rural farm dwelling have no running water. 
The expanding of the water facilities loan program should result in an improve- 
ment in the situation within a short time if adequate appropriations are made 
available by the Congress. Certainly, there would be little advantage in expand- 
ing the program without increased funds to meet the inevitable increase in loan 
applications for such assistance 

\ large number of the farm dwellings with no running water are located in the 
States to which it is proposed that the program be expanded. Availability of 
water facilities loans in this area is certain to result in improved living standards 
for farm families. Again, however, progress in this direction can be made only 
if adequate funds are available. 

The development and improvement of water sources requires a substantial 
outlay of capital. Many family-type farmers are unable to repay such costs 
from farm income over the repayment periods established by banks and other 
commercial credit sources. The availability of credit with repayment geared 
to farm income is an important factor in helping these families improve their 
living standards 

According to the 1940 census of irrigation, there are some 5,200 non-Federal 
irrigation projects in the Western States served under existing legislation. 


group 
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Many of these were formed with limited capital Others have vet to rea h the 


objectives set for enlargement and improvement Some need repairs Chere is 
a potential need on the part of these group irrigatior projects for credit to con 
tinue to serve the needs of their members While this committee does not have 


under consideration at this particular time appropriations for the water facilities 
program, it is hoped that the credit needs of non-Federal groups projects will not 
be overlooked 

In this connection there are also Federal projects which have submitted appli- 
cations but have not been able to obtain the funds needed to begin work or com 
plete work already begun rhe needs of these group associations should be care 
fully studied and the funds appropriated used to render assistance to as many 


families as possible 


National Farmers Union is aware that many small group projects are not 
suited to receiving aid through the Farmers’ Home Administration or the 
Department of the Interior. It is understood that one provision of the bill under 


consideration raises the maximum limitation on loans to cooperative water 
associations. However, the gap between water facilities loans and irrigation 


and reclamation loans through the Department of the Interior is still t ide 
to meet the credit needs of all small group water associations that desire 
assistance. 

An expanded water facilities loan program is needed to bring about better 
living standards for rural citizens. We see no reason, therefore, for a compre- 
hensive study of the needs of eligible applicants. Farmers’ Home Administra- 
tion has demonstrated already, through the water facilities program, that it is 
an effective means of helping disadvantaged people to become self-supporting 
and self-reliant citizens of their communities. 

The limiting factor in the administration of a more effective water facilities 
is the lack of sufficient appropriations to get about the job of helping farmers 
in a really important way. Rural poverty and substandard living is obsolete in 
America and should be abolished. The expansion of the water facilities program 
and increased appropriations is one step in the right direction 
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BANKHEAD-JONES FARM TENANT ACT INSURED LOAN 
PROGRAM 


(Whereupon, the committee proceeded to the consideration of H. R. 
8656. ) 

The Cnatrman. The next bill that we will take up is H. R. 8656, a 
bill to expand the insured loan program under the Bankhead-Jones 
Farm Tenant Act. 

The bill will be inserted in the record at this point. 

(H. R. 8656 is as follows:) 


[H. R. 8656, 83d Cong., 2d sess. ] 


A BILL To amend the Bankhead-Jones Farm Tenant Act, as amended, so as to provide for 
a variable interest rate, second mortgage security for loans under title I, insurance of 
mortgages not exceeding the reasonable value of the farm, and for other purposes 


Be it enacted by the Senate and House of Repreesntatives of the United States 
of America in Congress assembled, That the Bankhead-Jones Farm Tenant Act, 
as amended (7 U. 8. C. 1001), is further amended as follows: 

(a) The words “less any prior lien indebtedness” shall be added at the end 
of and as a part of the parenthetical phrase of section 8 (a), and the words “or 
second” shall be inserted after the word “first” where it appears in the first 
sentence of section 3 (a). 

(b) The words “a rate of interest not in excess of 5 per centum per annum 
as determined by the Secretary” shall be inserted in lieu of the words “the rate 
of 4 per centum per annum” in section 8 (b) (2). 

(c) The words “shall not be in excess of 4 per centum per annum as deter- 
mined by the Secretary” shall be inserted in lieu of the words 
centum per annum” in section 12 (c) (4). 

(d) The words and figures “90 per centum of” shall be deleted from section 12 
(c) (5). 

(e) The words “pursuant to section 48” shall be deleted from section 46. 

(f) Section 51 of said Act is amended to read as follows, except insofar as 
said section affects title III of the Bankhead-Jones Farm Tenant <Act, 
amended : 


“shall be 3 per 


as 


“The Secretary is authorized and empowered to make advances to preserve and 
protect the security for, or the lien of priority of the lien securing, any loan or 
other indebtedness owing to or acquired by the Secretary under this Act, the 
Act of August 14, 1946, the Act of April 6, 1949, the Act of August 28, 1937, or the 
item ‘Loans to Farmers, 1948, Flood Damage’ in the Act of June 25, 1948 as those 
Acts are heretofore or hereafter amended or extended; to bid for and purchase 
at any foreclosure or other sale or otherwise acquire property pledged, mort- 
gaged, conveyed, attached, or levied upon to secure the payment of any such 
indebtedness; to accept title to any property so purchased or acquired; to 
operate for a period not in excess of one year from the date of acquisition, or 
lease such property for such period as may be deemed necessary to protect the 
investment therein; and to sell or otherwise dispose of such property in a man- 
ner consistent with the provisions of section 48 of this Act.” 

The Cuamman. Do you have a prepared statement on that also, 
Mr. Scott ? 


Mr. Scorr. Yes, Mr. Chairman. 
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STATEMENT OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES, ACCOMPANIED BY R. B. McLEAISH, ADMIN- 
ISTRATOR, FARMERS HOME ADMINISTRATION, DEPARTMENT OF 


AGRICULTURE 


Mr. Scorr. H. R. 8656 provides for the following basic changes in 
the present authorities of the Bankhead-Jones Farm Tenant Act, 
as amended : 

1. Loans will be permitted where the security will be limited to a 
second mortgage. 

Y. Loans will be authorized at not to exceed an interest rate of 5 
percent. 

3. Mortgages on loans advanced by private lenders up to 100 per- 
cent of the appraised value of the farm as improved may be insured 
by the Farmers’ Home Administration. 

Present authorizations under the Bankhead-Jones Farm Tenant 
Act as amended provide that farm ownership loans must be secured 
by first liens. Present authorizations also provide that the interest 
rate on direct loans shall be 4 percent. In the case of insured mort- 
gage loans, the lender receives an interest return of 3 percent and 
the borrower is charged | percent for administration of the mortgage 
insurance program and to provide a fund to pay defaults. Present 
authorities also allow the insuring of a mortgage wherein the lender 
advances only 90 percent of the value of the farm as improved. 

The provision providing for use of second mortgages as security 
vill tend to conserve funds available for farm owne rship loans. Funds 
previously needed to retire first mortgages will be available for addi- 
tional borrowers. 

The provision for interest not to exceed 5 percent will serve to make 
the investment in insured mortgage loans more attractive to private 
lenders at 4 percent net. This should greatly aid the farm ownership 
program through an expansion of the insured mortgage type of loan. 
The present rate of 3 percent net has not attracted many lenders. 

The provision for insuring mortgages where the loan amounts to 
100 percent of the appraised value of the property as improved will 
ma advantageous from two standpoints: 

It will allow borrowers heretofore unable to meet the 10 percent 
aes nt requirement to receive insured mortgage loans. 

The funds of those borrowers which are needed for operating 
purposes and which have heretofore been used in making the 10 per- 
cent downpayment may be conserved and used for carrying out reg- 
ular farm operations. ‘This will result in sounder financing for many 
ap plicants for the insured mortgage type of loan. 

The Cramman. Are there any questions ? 

Mr. Anerneruy. I would like to ask one question. 

What is the general object of this bill? Is it just to increase the 
interest rate / 

Mr. McLeaisn. Interest rate is one factor. But we have found in 
many cases that the interest rate at the present time is not realistic. 

Mr. Anernerny. Is it just to increase the interest rate of operating 
Joans ¢ 

Mr. McLeaisn. No. This is for farm ownership loans, 

Mr. ABERNETHY. Insured loans? 
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Mr. McLeraisu. Insured loans. At the present time the interest on 
the operating loans is 5 percent. 

Mr. Anernetuy. Yes. 

Mr. McLeaisu. But this will open up quite a volume of private 
capital for use in the farm ownership program which is not now 
available. Now, the principal sources of insured money is from 
interested people. The Negro insurance companies have put in a 
million and a half dollars this year for loans to Negro farmers. And 
you have those sorts of situations. But in general private lenders 
are not interested. 

To get away from that and go to the first point brought out by Mr. 
Scott: In many cases we find where we make a loan on a farm for 
building a house and we take a second mortgage, our second mortgage 
would be as sound as if we refinanced the first. 

This past year about 16 percent of our funds were used for taking 
up first mortgages that existed. We are in just as good a position 
with the second mortgage. 

Now, the third point is the increasing of the insured authority up 
to 100 percent of the loan. In that event we find in a number of cases 
that a man has to sell off or mortgage some chattel to raise his 10 
percent. And then he requests an operating loan in order to get into 
operation. We let him retain whatever current assets, including cash, 
that he needs to carry on his operation. Now, that in general are the 
three points, Mr. Abernethy. 

Mr. ABERNETHY. Well, I assume that, No. 1, you are having some 
difficulty in finding sufficient private credit to cooperate with your 
agency in making the insured loans. 

Mr. McLeaisn. That is right. 

Mr. Asernetuy. To what extent are the local banks participating? 
Do you find any interest among them ¢ 

Mr. McLeaisu. In some banks we do. In other words, where it is 

local proposition, we do. Some local borrower has become a cus- 
tomer of the bank; so the bank goes along. I would not say they 
go along in a large percentage of the cases. 

Mr. AnernetHy. They make 4 percent now. 

Mr. McLeatsu. No. They make 3 percent. 

Mr. Anerneruy. I thought you were increasing it from 4 to 5. 

Mr. McLeatsu. Out of the 5 percent, we take 1 percent for ad- 
ministrative and insurance. That leaves a net of 4 percent. At 4 
percent I have been assured that there will be quite a bit of money 
available for this program from a number of sources. Retirement 
funds may become a source. 

Mr. Anerneruy. The bookkeeping department of the Government 
does the collecting for your agencies and things like that, does it not? 

Mr. McLeatsu. Yes. 

There are some retirement funds in some States where by State 
law their retirement fund must earn 4 percent. That is not true in 
all States, but it is true in some cases. 

Mr. Avernetuy. Has there been any discussion of either of these 
in the Banking and Currency Committee? Were there any differ- 
ences of opinion about one or more of these recomme ndations ? 


52463—54——4 
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Mr. McLeaisn. There was some difference in the Banking and 
Currency Committee over the interest rate. And that was raised by 
Mr. Multer I think, of New York. 

Mr. Avernerny. How did it happen to come up in the Banking 
and Currency Committee # 

Mr. McLeatsn. They asked us to testify on title V of the Housing 
Act. 

Now, title V subjected us to many applications from people who 
are not farmers. Right here in Washington I have had two people 
‘all me up who work for the Government Printing Office. They want 
to buy 3 or 4 acres of land and raise a few chickens or some straw- 
berries and claim that they are farmers and have us build a house 
for them. I do not think that our agency is set up for that type of 
work. 

So, we would rather be restricted to this Bankhead-Jones authority. 

The Cuamman. Mr. McLeaish, you have found that it is almost 
impossible to do any great volume of business under the present inter- 
est rate, have you not ¢ 

Mr. McLeaisn. That is right. 

The CHatr _ in. The Chair wants to call attention at this time to 
a statement by Mr. Miles D. Kennedy, representing the national 
legislative committee of the American Legion. Mr. Kennedy intended 
to come up here and make his statement in person. The committee 
persuaded him to send the statement up just in the interest of time. 
We would, be glad to have him make the statement in person, but we 
are under the pressure of time. So, we asked him to send the statement 
up. Which he did. 

But I know the veterans organizations are very much interested in 
this legislation, because under the present limitation on the interest 
rates, it is almost impossible to secure capital that is willing to engage 
n this type of loan. 

You have reason to believe, do you not, that with the increase in 
the interest rate that you will be able to secure considerably greater 
volume of capital that is willing to invest in this type of loan? 

Mr. McLeatsn. Yes, [ have been assured of that by a number of 
bankers aa bankers’ associations. And as one illustration: the 
Territory of Hawaii has a retirement fund of $70 million; and they 
eould put $6 million into it the first year. 

Mr. Aurerr. They are not authorized to do so by law. 

Mr. McLeaisn. They are now required by law to get 4 percent on 
their loan. 

Mr. McIntire. Mr. McLeaish, I would like to raise a question in 
relation to this legislation. 

Do I understand correctly that it author izes for the first time the 
use of funds under the act for second-mortgage loans? Prior to this. 
this money has been required to be used in connection with. first- 
mortgage loans: is that right ? 

Mr. McLeatsn. That is correct. 

Now, under the Housing Authority that we have had, we did take 


second mortgages. It was under title V that we were authorized to 
take second mortgages. But if we find that i land will appraise at 


enough to pay off the first P oe thie second, we are in jus t as good : 
shape as we would be in if we paid off the first mortgage with te 








MISCELLANEOUS HEARINGS 47 


of the loan funds. We would actually be using up these appropriated 
funds faster. 

Mr. McIntire. With the exception, don’t you think, that you are 
always subject to the decisions of the first-mortgage holder as to what 
he proposes to do in ext ‘uding or in carrying on with that mortgage 
while when you are in a first mortgage position you have within your 
policy the ability to carry on through any period of economic adve rsity 
with your client ¢ 

W h en you are ina junior mortgage position, you are not in quite 
as advantageous a position to serve that farmer as you are in the first 
mortgage position. Is that not correct ? 

Mr. McLeaisu. Well, we are in that position now. On the title V 
loans that we have made, we are in the second- mortgage position. 

Now, at any time the first mortgage does not want to go along, we 
can always pick up his fist. In the case of a default on the first, if the 
mortgageholder wants to foreclose, we can take out of appropriated 
funds enough money to buy up that first mortg 

Mr. McInvire. Yes. I appreciate that. 

The CHamrmMan. Are there any further questions ? 

Mr. Lovrr. Is it customary for the Government to deal in junior 
mortgages or junior chattels? 

Mr. McLeaisu. Is it customary ? 

Mr. Lovrr. Yes. 

Mr. Mc Ly AISH. Yes. We have been doing it under title V of the 
Housing Act. 

Mr. Lovrr. How about in the other lending agencies of the Gov 
ernment? Dothe y ti ake second mortgages ? 

Mr. McLeatsm. IT cannot answer that question. 

Mr. McInivine. Well, in the case of the Federal Farm Mortenge 
Corporation lending money, a great volume of second mortgages were 
taken for the Federal Farm Mortgage Corporation. 

Mr. Lovrr. Yes. But they ran into the same difficulty, too, did they 

ot ? 

Mr. McIntire. Well, I think the records will show that that Cor- 
poration has made the Government a substantial amount of money. 
~ Might I ask this question: In connection with your title V loans 
where you are, as you say, in a junior-mortgage position, are you also 
in the position of lending up to 100 percent of the value of t » prop- 
erty ¢ 1 

Mr. McLeaisn. Where we would lend up to 100 percent of the 

value of the property, we would take a first mortgage. We cannot 
nsure a second mortgage under the present act. We can insure only 
first mortgages. And that is proper, because if we insured the second 
mortgage, we would in substance be insuring the first also. We might 
as well collect the fee for insur ing all of it. 

Mr. McIntire. Well, then, I perhaps have missed your point in this 

vislation. You are drawing a line between the types of loans in 

a ch you are requesting authority to go up to L100 percent of the 
canine of the property ! ' 

Mr. McLeatsn. That is right. You see, under our present farm- 

wnership loans, we make loans for 100 percent of the property out 
ot direct funds. 

Mr. McIntire. You can now ¢ 
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Mr. McLeatsn. We can now, yes. 

Now. the situation that gives us two classes of borrowers is this: 
We have one class over here that we make direct loans to. And those 
substantially have been veterans. 

Mr. McInrire. In the case of insured loans at 100 percent of the 
value of the property, you are not proposing that you will be in a 
junio! mortgage posit on ¢ 

Mr. McLeaisu. No. There will be a first mortgage in those 
Instances. 

Mr. McIntire. But in the ease of a direct loan—— 

Mr. McLeaisu. It may be for the development of the farm; it may 
be for building farm buildings. We could take a second mortgage 
there. And consequently, our funds would go further. 

Mr. McIntire. And there you propose to take a junior mortgage ¢ 

Mr. McLearsn. Yes. 

And the prime objective we have in mind is housing. 

Mr. McIntire. Thank you. 

The CHamman. Are there any further questions / 

(No response. ) 

The CHatrMan. If not, we thank you very much for your ap 
pearance before the committee. 

I have a statement by Mr. Joe Betts, legislative assistant of the 
American Farm Bureau Federation, which will be made a part of 
the record. 

The Chair also has before him the statement on the water facilities 
bill, H. R. 8386, by Mr. John A. Baker, representing the National 
Farmers Union, which will be made a part of the record at this time. 

(For statement by Mr. Baker, see p. 37.) 

And the Honorable Clifton Young, our colleague from Nevada, 
will file a statement on this measure. 

(The statements are as follows:) 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., April 14, 1954. 
Hon. Ciierorp R. Horr 
Chairman, House Committee on Agriculture, 
Washington, D. C. 

Dean Mr. Hore: The American Farm Bureau Federation favors the enact- 
ment of insured loans for farm dwellings contained in the bill you introduced, 
H. R. S656 

Enslosed is a copy of a letter we sent to each member of the Senate Com- 
mittee on Banking and Currency. We, in particular, call your attention to the 
fourth paragraph of that letter, 

If you plan to hold hearings on this legislation we would be happy to submit 
a statement or testify in support of this bill. 

Sincerely yours, 


JogE Betts, Legislative Assistant. 


AMERICAN FARM BUREAU FEDERATION, 
Washington 1, D. C., April 7, 1954. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D.C. 


DEAR SENATER CAPEHART: The American Farm Bureau urges you to include 
a 1-year extension of title V of the Housing Act of 1949 (title 5X. sec. 904 of 
Ii. R. 7839, passed by the House) in the Housing bill now receiving consideration 
by your committee. In doing so we urge an amendment to title V to define, for 
the purpose of this act, a farmer and an “eligible appplicant” as “‘an individual 
who derives not less than 50 percent of his income from agriculture.” 
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The purpose of the amendment would be to make the funds provided for the 
purposes of this title available to bonafide farmers. We understand that the 
Administrator of the program has experienced difficulty in avoiding loans on 
suburban-type property because of the broadness of the definition of a farmer and 
of “eligible applicant” provisions contained in title V of the Housing Act of 
1949. 

Many rural areas do not have credit facilities available on a basis comparable 
to that in urban areas for building, improving or repairing dwellings. Country 
banks and banks in rural towns largely do not have adequate elasticity for 
making loans for these purposes on a long-term basis. Other lending institu 
tions are not interested in many areas because of the small velume, relatively 
high per unit cost and other similar 1 


+ 
{ 





isons. The absence of these credit facili- 
ies emphasizes the need for direct loans until the time when other credit may 
become available. 

Bills have already been introduced in the Congress which ild authorize 
insured loans for these purposes under the Bankhead-Jones Farm Tenancy Act. 
We support the enactment of such legislation. Such legislation could be expected 
to encourage more interest of various lending institutions in this field. However, 
we are convinced that currently there would not be enough credit from this source 
to meet the demands in all areas. We believe the Congress in its intent should 
state that direct loans should not be made available in the areas where insured 
loans would adequately serve the needs. 

It is our understanding that banking institutions are giving serious considera- 
tion to a proposal whereby larger banks would join with smaller banks in 
making long-term loans for title V and other purposes. Under this proposal, 
for example, a large bank would provide 80 percent of the loan and a small bank 
20 percent. The small bank would service the loan and collect a portion of the 
interest rate on the 80 percent for the service rendered. 

It is our hope that interest will develop, as a result of these programs, to an 
extent that direct loans would not be necessary in a relatively short time. We 
believe the Congress, in its intent, should state that direct loans for these pur- 
poses should cease when credit for these purposes becomes generally available 

We observe that the values of dwellings located in rura 





areas and on farms 





have taken on new proportions in recent years where they are located ou al! 
weather roads and served by central station electricity. Population trends of 
recent vears have been from the cities to suburban and rural areas. This has 


created a demand for dwellings in such areas, whether or not they are located on 
acreage or farms. However, to date lending institutions have not given much 
attention to this trend 

We are not in a position to recommend specific funds for the various purposes 
of title \ We observe that the funds made available in the most recent years 
appear to be adequate. This would particularly be true in light of the amend- 
ment we propose and the possibility that insured loans will become available 
in some areas. 

We respectfully urge your support of the inclusion of title V of the Housing 
Act of 1949 with the amendment suggested above in the Housing | your Bank- 
ing and Currency Cominittee is now considering We ask that this letter be made 


a part of the hearing record dealing with this matte 
Sincerely yours, 


Legislative Assistant. 


STATEMENT OF HON. CLIFTON YOUNG, A REPRESENTATIVE IN CONGRESS FROM THE 


STATE OF NEVADA 


Mr. Chairman, I appreciate this opportunity to be heard in support of pend- 


ing legislation to promote co servation in arid and sem rid areas of the Ut ed 
States by development of facilities for water storage and utilizati This 
is a subject ot real concern to the State of Nevada and, fact, in February 


1953 I introduced a bill for purposes similar to the bill now before the com- 
mittee, H. R. S386. 

Conservation and proper use of available water are no longer geographically 
restricted problems. Increased population has accentuated awareness in recent 
years to the national scope and seriousness of these problet Rainfall varia 
tions in the past few years have produced acute problems in areas along the 
eastern seaboard: and while the national attention was focused on the prob 











smaller communities and many indi 
viduals also suffered acutely It is in the latter area, where the problem of 


planning and financing small jects is the most troublesome, that H. R. 83886 











\ L bee erative Furth would continue to be operative in revised form 
l rid and semiarid are the West 
In addition to extending the benefits of the program to the entire Nation, 
H. R. S386 would establish an equitable standard f granting assistance by 
ng loans $25,000 outstanding at any time, with respect to individuals 
or unincorporated organizations, and te $250,000, with respect to corporations 
or ivel es 
The original law did not create a reclamation service in the Department of 
Ag iiture, as some people feared. The present proposal will not acreate such 
service The Under Secretary of Agriculture, Mr. Morse, has specifically 
stated that this proposal would be a desirable move toward closing the gap 


i 
between the size of the facilities which can be undertaken under the present 
Water Facilities Act, as amended, and the projects being developed by the Bureau 
of Reclamation under the reclamation laws. To avoid possible claims that there 
will be competition between the Departments of Agriculture and Interior, section 
® of the bill will terminate the authority of the Secretary of Agriculture to con 
struct these projects 

Our national population is increasing rapidly. All studies of water resources 
point to the need for better conservation and utilization practices if future 
requirements are to be met. The proposed program not only will promote 
conservation and better utilization of water resources, it will leave major respon 
sibility at the local level and it will not be unduly burdensome on the National 
Treasury. 

There has been considerable interest demonstrated by my constituents in 
Nevada for support of this measure, and I am pleased to present this testimony 
in their behalf 

Thank you, Mr. Chairman. 


The CyairmMan. The committee will go into executive session at 
this time. 
(Whereupon at 11:55 a. m., the committee went into executive 


session. ) 
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CONSOLIDATED DEBENTURE SALES BY BANKS FOR 
COOPERATIVES 


THURSDAY, JULY 8, 1954 


House or RepresenTatives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee proceeded to consideration of these bills at 10:40 
a. m., pursuant to notice, in room 1310, New House Office Building, 
Hon. Clifford R. Hope (chairman), presiding. 

Present: Representatives Hope (chairman), Andresen, Hoeven, 
Dague, Lovre, Belcher, McIntire, Williams, King, Harrison, Poage, 
Grant, Gathings, Abernethy, Abbitt, Polk and Jones. 

The Cuatrman. The next bill on the list is S. 3487. There is a 
companion House bill, 9207, which is entitled “A bill to authorize the 
Central Bank for Cooperatives and the regional banks for coopera- 
tives to issue consolidated debentures, and for other purposes.” 

This bill has become famous because of the broiler amendment 
added by the Senate. We will deal with that when we get to it. 

(The above-mentioned documents are as follows:) 


[H. R. 9207, 83d Cong., 2d sess.] 


A BILL To authorize the Central Bank for Cooperatives and the regional banks for 
cooperatives to issue consolidated debentures, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 37 of the Farm Credit Act of 
1933, as amended (title 12, U. S. C. 1134m), is hereby amended by substituting the 
word “paragraph” for the word “section” in the next to the last sentence thereof 
and by adding thereto the following new paragraph : 

“When the Central Bank for Cooperatives and the regional banks for coopera- 
tives shall by resolutions consent thereto, consolidated debentures of the thir- 
teen banks for cooperatives may be issued in the manner and form and on 
terms and conditions approved by the Farm Credit Administration. There 
shall be a debenture committee comprised of the presidents of the twelve regional 
banks for cooperatives and the chief executive officer of the Central Bank for 
Cooperatives which shall exercise with respect to such consolidated debenture 
powers and functions equivalent to the powers and functions of the bond com- 
mittee of the Federal land banks as authorized by the Federal Farm Loan Act, 
as amended, and shall operate in accordance with the provisions of law applicable 
to such bond committee (title 12, U. S. C. 8S3-—-SS86). Such debentures shall be 
made payable at any of the banks for cooperatives and may be made payable 
at any Federal Reserve bank or banks designated on the face of the debentures. 
Such debentures shall be the joint and several obligations of the Central Bank 
for Cooperatives and of the regional banks for cooperatives, and each of such 
banks is hereby authorized and directed to take such action as is necessary to 
become obligated for such debentures. The debentures shall be secured by col- 
lateral which shall be at least equal in value to the amount of debentures out- 
standing and which shall consist of cash, direct obligations of the United States, 
or notes or other obligations discounted or purchased or representing loans made 
under sections 34 and 41, as amended (title 12, U. S. C. 1134j, 1134c). The 
Farm Credit Administration shall appoint a custodian or custodians of such 
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collateral who shall have power subject to such rules and regulations as the Ad- 
ministration may prescribe to approve and accept substitutions of collateral. The 
total amount of such consolidated debentures plus any outstanding individual 
debentures of the central bank which may be issued and outstanding at any time 
shall not exceed eight times the capital and surplus of the central and regional 
banks for cooperatives. The provisions of law made applicable by the preceding 
paragraph to the preparation and issue of debentures by the Central Bank for 
Cocperatives shall govern the preparation and issue of debentures under this 
paragraph and they shall be signed by the Governor of the Farm Credit Admin- 
istration and attested by any deputy governor. Insofar as applicable, the pro- 
visions of the Federal Farm Loan Act, as amended, relative to the call for addi- 
tional security and failure of any bank to pay its proportion of interest or 
principal shall apply to the consolidated debentures of the banks for cooperatives. 
Debentures issued under the provisions of this Act by banks for cooperatives shall 
be lawful investment for all fiduciary and trust funds, and may be accepted as 
security for all public deposits.” 

Sec. 2. The last sentence of paragraph seven of section 5136 of the Revised 
Statutes, as amended (title 12, U. S. C. 24), is hereby amended by striking the 
words “Central Bank for Cooperatives” and inserting in lieu thereof the follow- 
ing: “thirteen banks for cooperatives organized under the Farm Credit Act of 
1933, or any of them.” 


[S. 3487, 83d Cong., 2d sess. ] 


AN ACT To authorize the Central Bank for Cooperatives and the regional banks for 
cooperatives to issue consolidated debentures, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 37 of the Farm Credit Act of 
1933, as amended (title 12, U. S. C., 1134m), is hereby amended by substituting 
the word “paragraph” for the word “section” in the next to the last sentence 
thereof and by adding thereto the following new paragraph: 

“When the Central Bank for Cooperatives and the regional banks for coopera- 
tives shall by resolutions consent thereto, consolidated debentures of the thirteen 
banks for cooperatives may be issued in the manner and form and on terms 
and conditions approved by the Farm Credit Administration. There shall be a 
debenture committee comprised of the presidents of the twelve regional banks 
for cooperatives and the chief executive officer of the Central Bank for Co- 
operatives which shall exercise with respect to such consolidated debentures 
powers and functions equivalent to the powers and functions of the Bond Com- 
mittee of the Federal Land Banks as authorized by the Federal Farm Loan Act, 
as amended, and shall operate in accordance with the provisions of law appli- 
cable to such Bond Committee (tithe 12 U. S. C., 883-886). Such debentures 
shall be made payable at any of the banks for cooperatives and may be made 
payable at any Federal Reserve bank or banks designated on the face of the 
debentures. Such debentures shall be the joint and several obligations of the 
Central Bank for Cooperatives and of the regional banks for cooperatives, and 
each of such banks is hereby authorized and directed to take such action as is 
necessary to become obligated for such debentures. The debentures shall be 
secured by collateral which shall be at least equal in value to the amount of 
debentures outstanding and which shall consist of cash, direct obligations of 
the United States, or notes or other obligations discounted or purchased or 
representing loans made under sections 34 and 41, as amended (title 12, U. S. C., 
1134j, 1134c). The Farm Credit Administration shall appoint a custodian or 
custodians of such collateral who shall have power subject to such rules and 
regulations as the Administration may prescribe to approve and accept substi- 
tutions of collateral. The total amount of such consolidated debentures plus 
any outstanding individual debentures of the Central Bank which may be issued 
and outstanding at any time shall not exceed eight times the capital and surplus 
of the central and regional banks for cooperatives. The provisions of law made 
applicable by the preceding paragraph to the preparation and issue of deben- 
tures by the Central Bank for Cooperatives shall govern the preparation and 
issue of debentures under this paragraph and they shall be signed by the 
Governor of the Farm Credit Administration and attested by any deputy gov- 
ernor. Insofar as applicable, the provisions of the Federal Farm Loan Act, as 
amended, relative to the call for additional security and failure of any bank to 
pay its proportion of interest or principal shall apply to the consolidated 
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debentures of the banks for cooperatives. Debentures issued under the provi- 
sions of this Act by banks for cooperatives shall be a lawful investment for 
all fiduciary and trust funds, and may be accepted as security for all public 
deposits.” 

Sec. 2. The last sentence of paragraph Seven of section 5136 of the Revised 
Statutes, as amended (title 12, U. 8S. C., 24), is hereby amended by striking the 
words “Central Bank for Cooperatives” and inserting in lieu thereof the fol 
lowing: “thirteen banks for cooperatives organized under the Farm Credit Act 
of 1933, or any of them.” 

Sec. 3. Section 41 of the Farm Credit Act of 1935 (12 U. S. C. 1134¢) is 
amended by adding at the end thereof the following: “Notwithstanding the 
foregoing or the provisions of section 34 or 38, no loan shall be made by any 
bank for cooperatives or by the Central Bank for Cooperatives for the purpose 
of financing the construction of broiler-growing facilities, the purchase of chicks, 
or the purchase of feed to be used primarily in the production of broilers. The 
said banks shall take reasonable precautions to avoid making loans which are 
likely to result in increased broiler production.” 

Passed the Senate June 18 (legislative day, June 11), 1954. 

Attest: 

J. MARK TRICE, 
Secretary. 

The Cuarrman. We are very happy to have with us today the Gov- 
ernor of the Farm Credit Administration, Mr. Tootell. This is the 
first opportunity the committee has had to become acquainted with 
you, Mr. Tootell, and we are very happy to have you here and would 
be very pleased to have you make such statement as you would like 
to the committee. 


STATEMENT OF HON. ROBERT B. TOOTELL, GOVERNOR, FARM 
CREDIT ADMINISTRATION 


Mr. Toorenx. I have a statement which I would like the privilege 
of presenting to the committee, Mr. Chairman. 

I welcome this, my first opportunity as Governor of the newly 
independent Farm Credit Administration to appear at a hearing of 
this committee and try to assist in working out problems in behalf of 
the nationwide Federal farm credit system which is entering upon a 
new era—a new era of increased farmer participation in management, 
control, and ownership of the credit institutions, which, under the 
supervision of the Farm Credit Administration, supply specialized 
credit services for the American farmer and which, T think I may say 
fairly, are pace setters in meeting the farmers’ credit needs. 

[ am glad to appear in support of S. 3487, the proposed legislation 
which you gentlemen are now considering. It would authorize con- 
solidated debentures of the 12 regional banks for cooperatives and the 
Central Bank for Cooperatives. The debentures would be secured by 
the pledge of collateral consisting mainly of obligations taken by the 
babi in connection with their loans to farmers’ cooperative asso- 
ciations. 

They would in no way, directly or indirectly, be obligations of the 
Government of the United States. Mr. J. D. Lawrence, Deputy Gov- 
ernor and Director of Cooperative Bank Service of the Farm Credit 
Administration, is prepared to give such detailed information concern- 
ing the provisions of the bill as the committee may wish. I would like 
to- touch briefly upon some of the broad aspects of the proposed legis- 
lation which are not apparent in the text of the bill itself. 
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The banks for cooperatives were established pursuant to the Farm 
Credit Act of 1933, which became law on June 16 of that year. The 
basic function of the banks was to replace certain lending activities 
of the Federal Farm Board under the Agricultural Marketing Act, 
which was passed in 1929, insofar as that Board was authorized to 
make loans to farmers’ cooperatives associations. 

The banks, therefore, were authorized to make loans to cooperatives 
eligible under the 1929 act to obtain loans from the Board. Of course, 
the Federal Farm Board has long been out of existence, its remaining 
functions having been transferred in May 1933, by Executive order 
to the Farm Credit Administration which was established initially by 
that same order. 

Upon organization the banks for cooperatives were capitalized by 
the United States out of the revolving fund from which the Federal 
Form Board made its loans. This fund had been set up under the 
Agricultural Marketing Act of 1929. 

The original amount of capital in the banks subscribed by the United 
States amounted to $110 million. Borrowers from the banks also 
purchase stock in amounts related to the size of the loan. 

As of June 30, 1953, the capital stock in the banks held by the 
United States amounted to $178,500,000, which amount was reduced 
to $150 million by the end of June 1954. In other words, during the 
fiscal year ended June 30 the banks repaid a total of $28,500 000 of 
capital to the United States. 

These funds are held in a revolving fund for possible future sub- 
scriptions to capital of the banks. As of April 30, 1954, farmers’ 
cooperative associations held $18,659,200 of capital investment in the 
banks. 

I think that a good pragmatic test of the value to American farmers 
and the American economy as a whole of these specialized federally 
chartered institutions is the extent to which they have been used 
by farmers’ cooperative associations as sources of credit. 

From organization through March 31, 1954, the 13 banks have 
made $6,024,922,838 of loans to 4,754 qualified cooperative associa- 
tions. During the first 9 months of the current fiscal year they made 
loans amounting to $406,558,915. At the end of March, $348,501,411 
in loans were outstanding to 2,018 associations. 

Aggregate earnings of the banks at April 30, 1954, for the entire 
period of operat ions amounted to $79.266,046. We estimate that they 
will pay to the United States a substantial franchise tax for the fiscal 
year ending June 30, 1954. 

The Central Bank for Cooperatives is a specialized credit institu- 
tion within the highly specialized system of banks for cooperatives, 
It is designed primarily to assist in financing the larger farmers’ 
cooperative associations which operate over extensive areas and to 
assist in financing other cooperatives which need larger loans than 
a regional bank may make. 

Actually, the Central Bank is on the way out of the direct lending 
business. It has taken on only 1 new loan account within the past 
7 years. Instead of lending directly in these large loan cases, the 
Central Bank participates in such loans made by regional banks. 

For example, a qualified cooperative association may apply to a 
regional bank for a loan of $214 million for purposes that are eligible 
unde1 the law. But let us say that the maximum loan to any one 
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borrower that the particular regional bank may make is $114 million. 
In such a case, if the loan application is in all respects acceptable 
the loan would be made by the regional bank in the amount of $214 
million, and*the Central Bank would participate in it to the extent 
of $1 million. 


As of March 31, 1954, the Central Bank held $44,143,363 of direct 
loans to 15 associations and held $69,035,501 of participations in 21 
loans made by regional banks. 

As this committee knows, on December 4, 1953, the Farm Credit 
Administration was reconstituted as an independent agency by the 
Farm Credit Act of 1953. That act also established the Federal Farm 
Credit Board, and directed the Board within 1 year after appointment 
to make recommendations to Congress of means to encourage and 
facilitate increased borrower participation in the management, con- 
trol, and ultimate ownership of the institutions operating under the 
supervision of the Farm Credit Administration to the end that the 
investment of the United States in the Federal intermediate credit 
banks, producion credit corporations, and the banks for cooperatives 
may be retired. 

As I shall explain, S. 3487 is an important part of the overall plan 
now being developed by the Feder: ul Farm Credit Board for the ulti- 
mate retirement of the Government’s investment in the capital stock 
of the banks for cooperatives. 

Presently, only the Central Bank for Cooperatives has authority 
to issue debentures. The regional banks do not have authority to 
issue debentures either individually or as a group. While debentures 
of the Central Bank have been well received by the investing public, 
nonetheless, we think it is obvious that consolidated debentures of 
the 13 banks, as provided in this bill, would be a more attractive se 
curity marketwise, as the strength of the entire system would be be- 
hind every debenture. 

Consequently, we think that the financial strength of these banks 
and, therefore, their ability to stand on their own feet in providing 
the specialized kind of credit service to farmers’ cooperative associa- 
tions for which they were organized would be greatly increased. 

With a strengthening in the financial status of these banks they 
would also acquire a greater ability to facilitate the retirement of 
the investment of the United States Government in the capital stock 
of the banks. 

The rather limited borrowing ability the banks now possess through 
the issuance of debentures of the Central Bank alone, supplemented 
by bank borrowings, makes it necessary that they retain a relatively 
large amount of capital in order to meet the loan requirements of 
farmers’ cooperative associations. 

However, we think that authority to issue consolidated debentures 
would enable the banks to rely more extensively upon investors for 
their lending funds, and, consequently, be more able rapidly to retire 
the Government investment in their capital stock. 

It is seen, therefore, how closely related this proposed legislation 
is to the congressional mandate to which I have referred. In faet, it 
is an integral part of the plan now being shaped by the Federal Farm 
Credit Board into comprehensive legislative proposals which would 
provide fer the ultimate complete ownership of these banks by the 
farmers’ cooperative associations which use them. 
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There seemed, however, sound reasons for requesting the early 
consideration and passage of this bill without awaiting the introduc- 
tion of the comprehensive legislative program being designed for 
the banks for coope ‘ratives system. 

In order for the comprehensive plan to work most efficiently from 
its outset, it is necessary that the banks be in as strong a financial 
position as possible. 

If the requested authority is granted, it will, as I have said, meas- 
urably improve their fise al operations. But it will take time to in- 
troduce the new consolidated debentures to the investing public. It 
will take time to obtain for the new securities the acceptance which 
we think they will merit—their seasoning in the market will take 
time—and time, also, will be required for them to become known gen- 
erally and to attain the right kind of nationwide distribution, such 
as the consolidated securities of the Federal land banks and of the 
Federal intermediate credit banks have long obtained. 

For these reasons we urge early, favorable consideration of this 
bill with the exception of section 3 thereof, which will be discussed by 
M re Law rence, 

Our other witness is Mr. J. D. Lawrence, Deputy Governor and 
Director of Cooperative Bank Service of the Farm Credit Administra- 
tion. I would like at this time to have Mr. Lawrence present his state- 
ment to the committee. 

The Cuamman. We will be very glad to have Mr. Lawrence make 
his statement. 


STATEMENT OF J. D. LAWRENCE, DEPUTY GOVERNOR AND DIREC- 
TOR OF COOPERATIVE BANK SERVICE OF THE FARM CREDIT 
ADMINISTRATION 


Mr. Lawrence. Mr. Chairman and gentleman of the committee, 
under general delegations and directives of the Governor of the Farm 
Credit Administration, and pursuant to polici ies established by the 
Federal Farm Credit Board, it is my responsibility to supervise the 12 
regional banks for cooperatives and the Central Bank for Coopera 
tives. 

I also act as the chief executive officer of the Central Bank in the 

‘apacity of Chairman of its Board of Directors. Before going into 
het ils of the specific provisions of S. 3487, which would authorize 
consolidated debentures of the 15 banks for cooperatives, I would like 
first to talk briefly about the way we now operate. 

The lending business of the banks for cooperatives is a highly 
specialized business. First of all, we should have in mind the fact 
that the banks can make loans only to farmers’ cooperative associa- 
tions as defined in the Agricultural Marketing Act, originally enacted 
mn 1929, 

Secondly, the loans the banks can make are strictly limited insofar 
as purposes are concerned. 

We make loans to assist qualified farmers’ cooperative associations 
in financing necessary facilities; we provide them with operating 
capital when necessary; and we make commodity loans to finance the 
marketing of agricultural products. 

The cooperative associations that we serve, besides meeting pre- 
scribed standards with respect to management and internal organiza- 
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tion, must be engaged in processing or marketing agricultural prod- 
ucts or in furnishing farm supplies and farm business services to 
farmers. 

We do not make loans to farmers for the purpose of producing agri- 
cultural commodities; but, of course, our loans do assist agricultural 
producers—and that is the very reason for our loans. 

Governor Tootell has given the committee the overall figures on the 
amount of loans the banks have made, the number of associations the 
banks have served, and the volume of loans they now hold. We think 
that currently we are providing something more than 30 percent of the 
financing for farmers’ cooperative associations which are eligible to 
borrow from the banks. 

That percentage, as an overall figure, may seem high. In order to 
understand it, though, we must also understand that many of the 
associations that turn to the banks for cooperatives with their finane- 
ing problems are small country cooperative businesses that for one 
reason or another are not able to obtain their financial requirements 
from other sources at all or on appropr late terms. 

A major function of these banks is to help farmer-owned enter- 
prises of that kind. The banks’ lending service is a substantial help 
to them in operating their enterprises in a businesslike way. We think 
that it is not only money the banks lend to an association of farmers, 
but also, incident to sound lending, they give aid in the conduct of 
its affairs of a kind which frequently is not available in the community 
where the association is located. 

There are, of course, big loans in the cooperative bank system. I 
think it is interesting to note the distribution by size of loans of the 
banks at the end of June 1953, which are our latest figures: 15.3 per- 
cent were $5,000 or under: 8.9 percent were between $5,000 and 
$10,000; 21.3 percent from $10,000 to $25,000; 18.9 percent from 
$25,000 to $50,000; 17.8 percent from $50,000 to $100,000; 12 percent 
from $100,000 to $300,000; 3.3 percent from $300,000 to $1 million; 
and 2.5 percent in excess of $1 million. 

This computation is for the whole system of 13 banks and includes 
the large loans held directly by the Central Bank for Cooperatives 
or handled by the Central Bank through participation in regional 
bank loans. The average size loan for the system was $184,670 as of 
December 31, 1953. 

As I have indicated, many of our loans, perhaps more during the 
early years of the system than at present, are made to newly formed 
associations that farmers are setting up in order to obtain benefits 
which will flow from a properly conducted cooperative enterprise. 

It is, therefore, interesting to note what the loss experience of the 
banks has been over the years. From date of organization through 
the end of April this year the total losses of the banks in their lend- 
ing operations have amounted to 0.07 percent of the amount of money 
loaned. 

Taken in conjunction with the statistics Governor Tootell gave the 
committee as to the amount of money the banks have loaned and the 
number of associations they serve, we think that the loss experience 
speaks well for the constructive work of the banks for cooperatives 
system, and the ability and integrity of the farmers who have or- 
ganized and who operate the cooperative enterprises that obtain credit 


from the banks. 
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A part of the funds loaned by the banks is obtained from sale of 
debentures of the Central Bank under present statutory authority. 
The Central Bank then in turn lends a portion of the proceeds of its 
debenture sales to the regional banks at rates intended to represent 
the actual cost of the money. 

Section 1 of the bill would add a new paragraph to section 37 of the 
Farm Credit Act of 1933; the section which authorizes debenture 
sales by the Central Bank. The new paragraph would provide au- 
thority for the issuance and sale of consolidated debentures which 
would be the joint and several obligation of the 13 banks for coopera- 
tives. 

In the main, the provisions for the consolidated debentures of the 
banks for cooperatives adopt the substance of the provisions of the 
Federal Farm Loan Act which authorize the issuance and sale of con- 
solidated securities by the Federal land banks and Federal intermediate 
credit banks, respectively. 

A debenture committee for the banks for cooperatives, consisting 
of the chief executive officer of each bank, would be established. This 
debenture committee would have the same duties and powers as regards 
the new consolidated debentures as do the bond committee of the 
Federal land banks and the debenture committee of the Federal 
intermediate credit banks as regards the consolidated securities, 
respectively of those institutions. 

The consolidated debentures of the banks for cooperatives would 
by law be made payable at the banks for cooperatives and at any 
Federal Reserve bank or banks design: ated on the face of the deben- 
tures. To accommodate debenture holders, payment facilities might 
also be extended through other paying agencies 

The bill requires that the consolidated debentures be secured by 
collateral which shall be at least equal in value to the amount of deben- 
ture outstanding. The collateral might consist of cash, United States 
Government bonds, and other direct obligations of the United States; 
but would mainly be obligations of farmers’ cooperative associations 
acquired by the banks under their lending authority. 

The collateral for the debentures would be held by custodians ap- 
pointed by the Farm Credit Administration who, under rules and 
regulations of the Administration, would have power to accept 
substitutions of collateral. 

The farm loan registrars, who are public officials appointed pur- 
suant to the Federal Farm Loan Act and who hold the collateral for 
consolidated farm loan bonds and consolidated Federal intermediate 
credit back debentures, would be eligible for appointment by the Farm 
Credit Administration to hold the collateral for the consolidated 
debentures of the banks for cooperatives. 

The total amount of consolidated debentures, plus any outstanding 
individual debentures of the Central Bank, which might be issued 
and outstanding at any time, might not exceed 8 times ‘the combined 
capital and surplus of the 13 banks. 

While this ratio of 8 to 1 appears to be adequate in the light of 
the present capital and surplus of the banks for cooperatives, it may 
be noted that the statutory limitation upon the amount of bonds which 
the Federal land banks may issue is 20 times capital and surplus; 
and the similar limitation upon the debentures which the Federal 
intermediate credit banks may issue is 10 to 1. 
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Ixperience has shown that in periods of peak lending certain of 
the Federal intermediate credit banks have exceeded an 8-to-1 ratio 
and approached the statutory 10-to-1 limitation upon the issuance 
of debentures by those banks. 

Nevertheless, in view of the total of capital and surplus which it 
is anticipated that the banks for cooperatives will continue to hold, 
we believe that the &-to-1 ratio provided in the bill is adequate to 
meet foreseeable lending needs of the banks. 

The new consolidated debentures would be prepared and issued 
under the procedures presently governing individual debentures of 
the Central Bank. These procedures are workable, and they are 
familiar to officials concerned with this process in the Department of 
the Treasury and the Federal Reserve System as well as in the Farm 
Credit Administration. 

Also, it should be noted that the issuance of the debentures would 
be subject to section 303 (d) of the Government Corporation Control 
Act which provides that the banks for cooperatives shall consult with 
the Secretary of the Treasury pl ior to the issuance of securities. 

The bill would authorize the Farm Credit Administration to call 
upon the banks for additional security for the debentures at any time 
in its discretion in order to protect the holders of the debentures, and 
to call upon other banks for cooperatives to pay any proportion of 
interest or principal which an individual bank has failed to pay, as 
is provided in the Federal Farm Loan Act with respect to the bonds 
issued by Federal land banks. 

The consolidated debentures of the banks for cooperatives would 
be authorized investments for all fiduciary and trust funds under the 
jurisdiction of the United States and would be acceptable as security 
for all public deposits, as is the Case with farm loan bonds of the 
Federal land banks. 

Section 2 of the bill would accord the consolidated debentures the 
same status as regards commissions as the debentures of the Central 
Bank presently have in connection with transactions by national 
banks. 

As you gentlemen are aware, in passing S. 3487, the Senate added 
section D by amendment on the floor. The effect of Set tion ° would 
be to prohibit the banks from making loans to cooperative associations 
for the purpose of financing the construction of broiler-growing fa- 
cilities, the pure hase of chicks, or the purchase of feed to be used 
primarily in the production of broilers. 

If adopted, section 3 would permanently curtail the credit facilities 
of the banks for cooperatives system to many farmers’ cooperative 
associations. This prohibition, under section 3, would continue 
whether or not so-called broilers are in short supply either nationally 
or locally. 

Wherever located and no matter whether shortages or surpluses 
exist, section 3 would deny to an Important segment of agriculture 
the normal credit facilities which, pursuant to law, the banks for 
cooperatives now extend to any qualified association of farmers en- 
gaged in processing and marketing agricultural products or in fur- 
nishing farm supplies and farm business services. 
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I may add that the broiler industry is nationwide and not concen- 
trated in certain areas. In a great number of agricultural communi- 
ties, it provides a supplement to the local major farm operations. 

Section 3 is a production-control measure. The banks for coopera- 
tives are not equipped to enforce production-control legislation. The 
function of these banks is to malta loans on a sound business basis to 
eligible agricultural cooperatives engaged in marketing and furnish- 

ing farm ‘supplies and farm business services, They are not author- 
ized to make loans of the kind generally considered to be agricultural 
production loans. 

Any effect the operations of the banks for cooperatives might have 
on the increase or reduction of the production of broilers is remote 
and negligible; except in a few cases where these banks finance facili- 
ties for processing and marketing poultry. On the other hand, as 
indicated before, section 3 would handicap many cooperatives dealing 
in other farm commodities and supplies. 

The relationship between the banks for cooperatives and _ their 
borrowers is essentially the same as that between commercial banks 
and their borrowers. The banks for cooperatives do not and cannot 
dictate the policies and direct the operations of their borrowers. The 
influence of the banks, in these matters, is limited to the effects of the 
terms of the loan agreements that are imposed in the interest of sound 
lending practice. 

We can see no practicable, or even possible way to apply or enforce 
the provisions of section 3. This is so because a typical farm supply 
cooperative association will finance its operations with its own funds, 
as well as with borrowings from the banks for cooperatives, and, in 
many cases, from other lenders as well. 

In these cases, the dollars loaned by the banks for cooperatives 
could not be traced to any particular transaction of the association 
with its farmer-members. Moreover, a farm supply cooperative 
operating on a statewide or regional basis may handle 400 or 500 items 
of farm supplies, including feed, insecticides, poultry remedies, poul- 
try-house equipment, lumber, roofing, paint, nails, fencing, et cetera. 

A farmer might send in a farmhand to buy several of these items, 
such as feed, lumber, nails, and fencing, that might be used in any type 
of farm production. We could not rely on the clerk in the cooperative 
supply store to sufficiently impress the hired man so he could in turn 
impress the farmer that no part of the feed, nails, et cetera, could be 
used in connection with broiler production. 

As a practical matter, we do not believe any cooperative would 
attempt to compel their member-customers to use the merchandise 
in any way other than the way they want to. There is no way the 
banks could make them do it or prove that they had used money bor- 
rowed from the banks to handle supplies, some part of which might 
find its way into broiler production. 

Take, for example, a hatchery cooperative where the bank for 
cooperative would make as a condition of a loan under section 3 that 
no chicks were to be supplied to the members to be raised as broilers. 

There is no practical way that the bank could be assured that the 
hatchery personne) would inquire into all sales and assure themselves 
that no chicks they distribute would be raised as broilers. If the 
cooperative did such a thing, it would in all probability put itself 
out of business and its farmer members would lose a helpful service. 
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The banks for cooperatives do not extend easy credit nor will they 
finance or continue to finance a borrower that follows or drifts into 
loose credit practices. The banks’ record of lending is evidence of 
their sound lending policies and methods. We do not believe, there- 
fore, that their loans have been a factor in increasing directly or 
indirectly the production of broilers because of easy credit or other- 
wise. 

If passed, we do not believe section 3 could be effective in reducing 
the production of broilers at all. On the other hand, it would impose 
a continuing responsibility on the banks for cooperatives which, as 
a practical matter, they could not discharge effectively—a situation 
that would be aggravated because section 3 would be permanent legis- 
lation subject to far-reaching interpretations. 

We can suggest no language with which to express such a measure 
as section 3 that would not cause the banks for cooperatives consider- 
able trouble. Neither can we find any circumstances in the operations 
of the banks for cooperatives on which a measure for the control of 
broiler production could be based. 

But beyond whatever effect section 3 might have upon the economic 
status of farmers’ cooperative associations engaged in any manner in 
the broiler industry and their members, we must think, also, of the 
implications imbedded in the underlying principle of section 3. 

We believe that problems of supply of any agricultural commodity 
should be the subject of broad general legislation and should not be 
subject to the selective curtailment of credit available through any 
of the cooperative credit systems supervised by the Farm Credit 
Administration. 

The time schedule in which section 3 is involved has been such that 
we have not been able to ascertain the relationship of it to the program 
of the President; and, accordingly, our statement in regard to it does 
not constitute a commitment respecting the President’s program. 

The Cuarrman. Mr. Andresen has a question. 

Mr. Anpresen. Mr. Lawrence, I would like to have you or Mr. 
Tootell answer this question: Is there any particular urgency for the 
passage of S. 3487 without section 3 in it? 

Mr. Lawrence. I did not understand the last part of the question, 
Mr. Congressman. 

Mr. Anpresen. I said, is there any particular urgency for the 
passage of this bill, eliminating section 3, at this time ¢ 

Mr. Lawrence. We think so, Mr. Congressman, As Governor 
Tootell pointed out in his statement, it is the first step of the legislative 
program of the Farm Credit Administration directed by the Congress 
to submit within the year legislation that would provide for the owner- 
ship of the farm credit institutions, including—— 

Mr. AnpresEn. As I understood it, this was a preliminary sugges- 
tion, and that shortly you would come up with, in the next session, 
proposals to revamp or change the entire farm credit system. 

Mr. Tooreit. That is correct, Mr. Andresen. But this, we feel, is 
an important preliminary step which should be taken in order to 
permit the bank for cooperatives to become in a sounder financial 
position before the more comprehensive legislation is undertaken. 

In my statement I undertook to point out that it takes a bit of time 
to get it, or it would take a bit of time, these consolidated debentures 
which would be new on the market, recognized by the market and get 
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the distribution of them among investors throughout the country that 
would be necessary for the long time operation. 

Therefore, we feel it would be very desirable to get this part under- 
way. It would put us in the position to proceed immediately, or at 
least within a reasonable period of time, to retire some Government 
capital from the system. 

Mr. Anpresen. As I understand these debentures that you want to 
put on the market, they are in no manner guaranteed by the Federal 
Government in any respect; is that correct ! 

Mr. TOOTELL. Th: it is correct, 

Mr. Anpresen. They stand on their own feet, as far as the securities 
are concerned ¢ 

Mr. Toorrin. They stand on their own feet, yes. 

Mr. ANprESEN. That is all. 

The Cuatrman. Mr. Lovre. 

Mr. LOvRE. Are all the regional banks in accord with consolidating 
these debentures ? 

Mr. Poorrnn. They are, sir. All 13 of the boards of directors— 
that 1s the boards of directors of the 12 region: al bank Ss oa the ce ner: il 
bank—are unanimous in their agreeimeint that this is a very desirable 


thing for the system and would like very much to see this bill passed 


ik 
at this session. 

Mr. Lovre. Is section 3 in conflict with the spirit of the cooperative 
law / 

Mr. Toorent. Yes, it is my belief that it is because it singles out : 
certain segment of the agricultural industry and denies to that seg- 
ment credit facilities which are clearly intended by the cooperative 
farm-credit legislation. 

Mr. Lovrr. So, it is in conflict with the spirit of the basic legislation, 
then, is it? 

Mr. Tooret.. We believe it is. 

The Cuarrman. Mr. MeIntire, and then Mr. Grant. 

Mr. McIntrime. To either Governor Tootell or Mr. Lawrence I would 
like to direct a question. As you have presented your testimony here, 
vou refer to the fact that these debentures would be collateralized. 
In the case of the land bank system, of course, that is fundamental 
hat in the loans you have the first mortgage loan, which, of course, 
comes into the district bank with the accompany ing collateral and 
can be put into a bond issue with the collateral as security. 

As I understand credit in the case of Federal intermediate credit 
banks and the background of the securities behind those debentures 
are the assets of the district banks and the assets pledged by virtue 
of the endorsed lability of the association, either the agricultural 
credit association ora product ion credit association. 

In the case of firms which use your services, you have facilities loans 
which are long-term loans for all practical] purposes, and then your 
operating loans, which are, for all practical purposes involved, kept 
within a term of a vear. 

The facilities loans, of course, probably are collateralized to a large 
degree, but your oper: iting ee In Many instances are not collater: al- 
ized except to the extent to which you have the liability of the organi- 
zation and its assets; but in many instances they are not specifically 
collateralized. ' 
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Will the e mphasis on collateral to secure the grade of these deben- 
tures change in any way your current lending policy in relation to 
loans which are not specific cally collateralized under your present loan 
policy ¢ 

Mr. Lawrence. No, sir; the policy won't ¢hange. Mr. Congress 
man, they are unsecured operating loans, but they are relatively few. 

Most of our loans are secured. Most of our loans are secured by com 
modities and are paid by the liquid: ition of the commodity. 

Mr. McInrire. That is in some instances the security of those 
loans—of course, if you have stock in storage then your collateral 
specific, but some of your operating loans in relation to marketing 
are collateralized on commodities that are moved in and out of the 
market ¢ 

Mr. Lawrence. That is right. 

Mr. McInrire. And are not, in a sense, specific collateral, only in a 
gencral sense ¢ 

Mr. Lawrence. That is right. 

Mr. McIntire. Do you propose to change that relationship at all 
between the district banks and the cooperative in making that collat 
eralization a more specific collateralization? I am wondering how it 
carries through as collateral to a debenture which may be over a period 
longer than the operating loan ? 

It seems to me there is a bit of difference, Mr. Lawrence, between 
collateralizing a land-bank note and collaterizing a cooperative-bank 
debenture. 

Mr. Lawrence. There is a difference, as you put it very accurately. 
However, the banks for cooperatives don’t make these unsecured loan 
unless the borrower has a financial position that will justify that type 
of hnancing. 

Mr. McInrire. The collateral in that regard is embraced in the 
assets of the cooperative and is not specific collateral ? 

Mr. Lawrence. That is right, but as I said before, they are rela 
tively few, relatively few in the system. 

Mr. McIntire. I see. 

Mr. Lawrence. In some cases, we have that type of loan that you 
described that is not secured directly by the commodity that, as you 
point out is passing through and moving; but we do have secondary 
collateral, a first mortgage, an assignment on accounts receivable, or an 
assignment of any securities they may have and some have such strong 
financial positions that we do not require any. 

Mr. py am So you do not expect | going into this method will 


change the lending policy of - district banks or the central bank ? 


Mr. LAawreNCE. “Not at all, s 

Mr. McIntire. Now, just one other question: Would it be your 
thought that moving out into this method of financing that the par- 
ticipation of the central bank, the need for that type of a function of 
the central bank, might be lessened, or would it change that relation- 
ship? 

Mr. Lawrence. It would not change that because the police, yv behind 
the participation of the central bank is to relieve the district bank of 
too great, too much, of a risk in a given line of credit. 

The central bank’s participation begins when a district bank’s lend- 
ing limit is reached in connection with a given account. For example, 
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the lending limit may be $214 million. If the loan is $10 million, the 
district bank is authorized only to carry up to its lending limit and the 
central bank carries the rest. 

Mr. McInvire. Is the liability of the district bank limited in any 
way , 

Mr. Lawrence. Its liability is limited to the amount of its partici- 
pation; but there is an undivided interest in the collateral. But the 
limit of its liability is its lending limit which is specified in the agree- 
ment. 7 

Mr. McIntire. Then it conforms to the standard of liquidation ? 

Mr. Lawrence. Yes. 

Mr. AnprEsen. Will the gentleman yield? 

Mr. McIntire. Yes. 

Mr. Anpresen. In that respect would the central bank take over the 
district’s or regional bank's obligation in the event of default? 

Mr. Lawrence. In the event of a default under the proposed bill, 
all of the banks are jointly and severally liable for any one bank; and 
if any one bank happens to default on its obligations, then the other 
12 would make good the amount of its default. 

Mr. Anpresen. Then the entire system becomes liable for the obli- 
gation or the default of a loan in one particular district ? 

Mr. Lawrence. That is right, or in the Central Bank, in any one of 
the 13. 

The Cramman. Mr. McIntire. 

Mr. McInrimer. There has been no mention made as to the term of 
these debentures. Could you give us some idea of what type of de- 
bentures would fit a program that you have? I mean as to the term. 

Mr. Lawrence. We will try to match the terms of our loans. For 
example, we would issue long-term debentures to match the long-term 
loans that you described a little while ago; and then issue short-term 
debentures to meet the short-term requirements. 

At the present time the Central Bank is issuing debentures, and just 
recently issued a 3-year debenture to take care of our increasing need 
for long-term money. 

Mr. McIntire. You have different types of debentures to meet. the 
different services which are required ? 

Mr. Lawrence. Yes, sir; we have two different terms already now 
outstanding. 

The CuarrmMan. Mr. Grant, you wanted to ask a question and I 
broke in. Do you still desire to ask a question / 

Mr. Grant. Yes, getting back to section 3 for a moment, I was just 
wondering why the Senate put that section in. 

Is the bank experiencing a great loss in the financing and servicing ? 
What has been the history of the loans? 

Mr. Lawrence. The banks have not experienced losses. As a mat- 
ter of fact, the banks do not finance the construction of poultry pro- 
duction facilities. We only finance poultry cooperatives that process 
and market poultry and broilers. 

Our farm supply cooperative might furnish poultry producers feed 
and might furnish materials for building facilities. Our experience 
has not been bad. It is an industry that is more hazardous than the 


other agricultural industries we finance, and we haven't gone into that 


very much. 
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Our total loans in the poultry industry are about $7 million and $ 
million of that probably would be in turkeys in the Northwest. 

Mr. Kine. Will the gentleman yield ? 

Mr. Gran. Yes. 

Mr. Kine. I think there is a point there of the Government money 
getting into the production of the broilers, as it might in any other 
crop in surplus. It may not cause losses directly to the lending 
agency, but there have been r: tte 1r severe losses to the individual bor- 
rowers and operators in the field. I think the Senators’ feeling was 
that a great deal of that money has gotten down and in the hands of 
broiler operators, when they did not make out. In other words, this 
money has financed broiler production that has been a losing game 
to the detriment, let us say, of the more stable segment of the industry, 
prob: ably operating without Government money. 

That is not likely to show up in losses all the way back to these banks, 
but very definitely it would show up if you could examine the individ- 
ual accounts of the individual borrowers. 

However, I would like to add that section 3 is obviously a restrictive 
order, put in as a substitute for what should be good management on 
the part of these lending agencies, and I assume that an intelligent 
board would be a little careful about putting much money into the 
hands of operators in a field where it is particularly hazardous and 
where for the time being, there is excess production. 

Mr. Tooretn. I believe, Mr. Congressman, that is a reasonable as- 
sumption, just the same as in connection with any other type of agri- 
cultural production, but particularly, insofar as the bank for cooper- 
atives is concerned, we want to emphasize again that it does not make 
loans directly to any producers, no loans for production purposes, al- 
though we admit that perhaps some of the funds which we lend to a 
cooperative association enable that association to provide feed and 
some other production materials that go into the production of the 
broiler industry. 

Actually, the major part of financing the broiler industry, as we 
understand it, is by the grain companies. They do a tremendous 
amount of financing the broiler industry, and ours is a very small 
part of it, so far as the bank for cooperatives is concerned, and a very 
indirect part of it. 

The pe etees Mr. Grant. 

Mr. Grant. Yes, I was just attempting to find out the purpose or 
the reason see had in putting this in. Mr. McIntire had something 
to say on this, I think. 

Mr. McIntire. To that point, I would like to make the observation 
that in Maine, which is now in the poultry industry very substan- 
tially—broilers being one of the major industries—that the expansion 
from approximately $61 4 million or $7 million to $64 million annually, 
and i in my State I would venture a guess, and it is a guess, that fully 
75 or 80 percent of all the financing in that expansion has come outside 
of the field of the operation of the Farm Credit Administration. That 
expansion hasn’t been, or the present state of the industry hasn’t been, 
by virtue in any way of the liberal lending policies of the Farm Credit 
Administration. 

If anything, they have followed behind private lending agencies 
in the expansion of the industry. 
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Mr. Poace. I want to ask if we are going to try to control the expan- 
sion and contraction of industries by Congress curbing or shutting 
off industry from easy credit, would it not make more sense—I 
would not advocate it—for the Government to deny aid to the dairy 
industry ¢ The Government is losing money where we are financing 
the dairy industry because it is costing the Government in the long 
run. 

The broiler industry right at the moment, do not think, is costing 
the Government anything because we are not supporting broilers; so 
if we are really going to try to be consistent and say we are going to 
try to use this as a means of controlling production, then should we 
not really strike the heart of the thing and wipe out every bit of this 
aid because you encourage people tO vo Into business if you provide 
easy credit; and you find very few agricultural activities in which 
there is much need for expansion. 

So, if we are going to follow this policy and say we would not 
extel ad credit to anybody because he i} ieht oTow more wheat or he 
might crow more corn, or he might } yroduce more butter, all of which 
we do not need, and if that is the yay should we not just extend it 
across the board 

Mr. Toorentn. I think, Mr. Poage, that it would be even more logi- 
cal to apply this restriction to some other lines of agricultural pro- 
duction than to the broiler production if it was felt by the Congress 
that that was the way to control production. 

Mr. Kine. Will the gentleman yield? 

Mr. Grant. I promised to yield to Mr. Andresen, and then I will 
yield to you. 

Mr. ANpresen. In reference to what the gentleman from Maine has 
said, isn’t it a fact that the expansion in production in the New Eng- 
land States has been within the area, as the gentleman has pointed out, 
on account of the size of the industry, as well as along the Eastern 
Shore here, rather than in other parts of the country, so the trouble 
along the east coast has been the tremendous expansion, whether by 
Government credit or otherwise, it has been the tremendous produc- 
tion, and that is a production proposition. 

I know not only in the dairy industry but the poultry industry has 
been incre ased out through the Midwest, and while that does not 
particularly affect the increase in production of broilers in the east- 
ern areas, they have aimed low ally, and they are consequently 
suffering a distress crisis at the present time. 

Is that not a fact, Mr. McIntire. 

Mr. McIntire. I beg your pardon? 

Mr. Anpresen. Is it not a fact that the expansion has taken place, 
whether it is by Government eredit or otherwise, in your area there 
because of the tremendous production of broilers in your area? 

Mr. McIntire. There has been very rapid expansion. The point 
I wanted to make was that from my experiet we in my State that it 
was not by virtue of the lending polici ies of farm credit. They have 
served the industry within their policy, but this amendment is directed 
to the lending policies of the coope rative system, and that is not 
where the bulk of the money in the expansion of the poultry industry 
hi as come from. 
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[ just think it is directed toward a problem but is not directed 
toward where the major pressure is coming from, and it certainly is 
not equitable to consider this section 3 as being a logical provision as 
written in this bill. 

Mr. AnprResSEN. It was undoubted|y intended for that purpose, to 
eliminate broiler production in certain portions of the country. 

Mr. Kine. Will the gentleman v1 ield / 

Mr. Grant. Yes, I will yield. 

Mr. Kina. I cert: ainly agree thet section 3 shoul | bee sliminated, be 
cause it certainly is not the way to get at the problem. However, I 
expect a lot of this Federal mone \ has gone into the financing of these 
cooper ative feed outfits. The Gr: ange Le: ague Federation, for in 
stance, is probably a big borrower and probably one of the worst in 
the East. under ee to sell their feed, to go out and finance broiler 
pros luction, because broiler production in the East is a big consumer 
0 f feeds. 

I think in the Eastern Shore section here particularly, you find that 
the thing that has been pushing the industry into overproduction 
has been the big feed outfits which are in competition for the volume, 
actually used the money they got from this credit system in advancing 
eredit without proper security given by the producers who have no 
business to be in the business. 

I think the evil is there, although I certainly agree that this is not 
the way to correct it. 

Mr. McIntire. Will the gentleman yield? 

Mr. GRANT. vax 

Mr. McIntire. I would like to make a point on that that the big- 
gest cooper: itive feed manufacturer and distributor in my section of 
the country is the Eastern States Farmers Exchange, and to my 
knowledge they extend credit to no one, they do their business on a 
cash basis; and by virtue of that the loan which the bank for co- 
operatives may be making it, that is to the Eastern States Farmers 
Exchange, is in no way contributing to the broiler industry. 

The CHairman. If there are no further questions, [ want to thank 
you very much for your appearance before the committee, and it has 
been ve ry helpful to us to have your views. We hope that we will 
have the opportunity of hearing from you later when you have 
worked out your plans more fully for legislation which will enable 
the banks for ce operatives to take steps to move along that line. 

Mr. Toorenn. Thank you, Mr. Chairman. We appreciate this 
opportunity. 

(‘Thereupon, at 11:40 a. m., the committee proceeded to the consid- 
eration of other business. ) 
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FRIDAY, JULY 30, 1954 


Housk or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to call, at 10 a. m., in room 1310, New 
House Office Building, the Honorable Clitford R. Hope (chairman), 
presiding. 

The CuarrMan. The committee will come to order. 

‘The committee has met this morning for consideration of the bill, 
S. 3339. 

At this point in the record we shall insert a copy of the bill. 

(The bill referred to is as follows:) 


[S. 3839, 88d Cong., 2d sess 


AN ACT To authorize the Farm Credit Administration to 


ike loans of the type formerly 
made by the Land Bank Commission 





Be it enacted, etc., That the Farm Credit Administration is authorized to exer 
cise the authority conferred upon the Land Bank Commissioner by part 3 of the 
Emergency Farm Mortgave Act of 1933 (12 U.S. C. 1016-1019) 

Sec. 2. Section 82 of the Emergency Farm Mortgage Act of 1933, as amended 
(12 U. S. C. 1016), is amended 

(2) By amending the first sentence thereof (12 U. S. C., 1946 edition, 1016 (a)), 
as partially repealed by section 206 (h) of the Act of June 30, 1947 (61 Stat. 208), 
to read as follows: “Loans to any farmer as hereinafter provided shall be secured 
by a first or second mortgage upon the whole or any part of the farm property, 
real or personal, including crops, of the farmer.” ; 

(b) By substituting “$15,000” for “$7,500” in the second sentence thereof (12 
U.S. C. 1016 (b), first sentence) ; 

(c) By amending the proviso at the end of the fourth sentence thereof (12 
U. 8S. C. 1016 (¢), first sentence), to read as follows:"Provided, That any bor 
rower under this section may be permitted to defer payment of the principal 
portions of installments on his loan for a period not exceeding five years under 
regulations prescribed by the Farm Credit Administration”; and 

(d) By amending the eleventh sentence thereof (12 U. S. C. 1016 (2), first 
sentence), to read as follows: “The Farm Credit Administration shall make 
loans under this section on behalf of and in the name of the Federal Farm Mort 
gauge Corporation, but no such loans shall be made after June 30, 1959, except 
for the purpose of refinancing loans previously made under this section.” 

Sec. 3. The second sentence of section 4 (b) of the Federal Farm Mortgage 
Corporation Act, as amended (12 U. 8S. C. 1020d, second sentence), is amended 
by striking out “at a rate not exceeding 5 per centum per annum” and inserting 
in lieu thereof “at a rate not exceeding the rate of interest on the loan’, 

Passed the Senate July 17 (legislative day, July 2), 1954. 

Attest: 

J. MARK TRICE, 
Secretary 


The CuarrMan. We are glad to have with us this morning our two 
distinguished colleagues from the State of New Mexico, Mr. Dempsey 
and Mr. Fernandez, and also our distinguished former colleague here, 

73 











74 MISCELLANEOUS HEARINGS 


and the former Secretary of Agriculture, who is now the present senior 
Senator from New Mexico. 

If it is agreeable with you, Senator, we shall be glad to have you go 
on first, if you will. 


STATEMENT OF HON. CLINTON P. ANDERSON, A UNITED STATES 
SENATOR FROM THE STATE OF NEW MEXICO 


Senator ANpersON. I would appreciate that very much, Mr. Chair- 
man, if I might. 

We are having a meeting of the Interior Committee now, trying 
to get rid of our calendar. The Senate always gets in that shape 
about this time of the year, and I am glad to be able to come here 
for a few minutes, and visit with you, Mr. Chairman, and members of 
the committee. 

The bill, S. 3339, was introduced at a time when it was not at all 
certain that it would ever be needed, but it was introduced because 
Senator Schoeppel and I, who presented it, thought that there might 
bea possibility that it could be required some time very suddenly, and 
that if it were required, it should be available to the Department of 
Agriculture to utilize as it saw fit. 

At no time will I say that there are conditions now which make it 
absolutely necessary, but I also say that I believe there are signs in the 
skies which indicate it could become necessary, and if it should become 
necessary I see no reason why the Department of Agriculture, in its 
wisdom, should not be permitted to make use of this well-established 
de vice, 

Now, why do I say that? This matter was called to my attention 
at a meeting of the Farm Credit Groups of the State of New Mexico 
in about January or February of this year. The group had a meeting 
at Albuquerque of all the people connected with that field of endeavor, 
and at that meeting one of the speakers said that he was glad to see 
all the types of farm legislation being introduced, but that he did not 
think that price supports were the only farm problem, neither did he 
think that many other types of legislation were the only problem. 
He thought that the one thing that ought to be done was to grant 
permission to the Department of Agriculture to make use of the land- 
commissioner loans. 

That was Mr. R. F. Trugillo, Sr., who is an officer of the National 
Farm Mortgage Association, and whose home is in Harding County, 
N. Mex., although the association with which he is affiliated has its 
headquarters at Springer. 

I went up to him after the meeting was over, and I said: “Surely 
you do not really mean we ought to have the old land-bank commis- 
sioner loans?” 

He said, “Yes; I do.” 

He wrote me a letter a little while afterward, and said that he 
thought we ought to have them. He said he saw more use for this 
kind of credit within the next 24 months than ever before in the last 
30 vears, and he went on by saying that he felt there was a definite 
need for this type of credit, regardless of anything else. 

Well, I got so interested in his point of view, and I began trying 
to write to some other people and I got from the people in New 
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Mexico and the people in other areas a lot of letters saying that this 
thing could be very important to them. 

Now, there the contention is that drought is something which we 
cannot contend with; that when drought comes, we try to provide feed, 
as happened a year or so ago, and I am very happy that that feed was 
made available. We tried to say that we will put some sort of little 
support under the cattle market by buying a few hundred thousand 
head of cattle, and I think that is important and desirable, but every 
once in a while a man gets in such shape where he needs the type of 
credit which the banks cannot give him. It does not do him any good 
to say that he should sell his cattle at sacrifice prices. He has to have 
some type of extraordinary credit over and above what he can normally 
get from his bank. 

These people who have watched the droughts and think that the 
drought cycles are likely to be worse instead of better—these people 
in New Mexico, for instance, who have been through 4 years of drought 
realize that giving them a little more protein meal or making the hay 
program available to them, might not be enough. 

They remember that the old land bank commissioner loan worked 
very well. It was a dangerous type of credit: it was not subject to 
the ordinary rules which the land banks have to follow. You could 
walk in and give a man a second mortgage when it looked as if his 
first mortgage was probably more than his ranch was worth. In 
addition, he had his cattle loan, and he had everything he possessed 
mortgaged, but there was an individual who knew he could see 1 
through and who was determined to sweat it through and who wanted 
to sweat it through. 

He did not want to put his bank or his Government agency in the 
cattle business. So, these land-bank loans were made. 

I do not want to set up a whole new agency and establish a whole 
new variety of machinery and people on the payroll. That is not my 
thought at all, Mr. Chairman. My thought is to say to the people 
down in the Department of Agriculture, whom in my opinion have 
done a good job of trying to meet the drought problem wherever it 
has arisen, if they get to the point where they think the old type loan 
should very well be revived, they should go ahead and revive it, and 
revive it inside their present structural organization. They should 
add the few people who might be necessary to start work. 

My thought is that they would use the appraisers whom they now 
have available in some Federal agencies, and that they do not try to 
duplicate what is being done at all, and I personally have desired that 
we so tie it to the Department of Agriculture that there would be no 
duplication. 

I have said very frankly that I do not think it is necessary now. 
When the junior Senator from Kansas, Mr. Carlson, took the floor 
the other day to talk about the need for some type of additional 
protection for livestock people who might be caught by droughts 
I personally had a telephone call within the last 10 days or 2 weeks 
from Roosevelt County in New Mexico. They were having a farm 
meeting down there, and the head of the First National Bank at 
Portales, N. Mex., called me and said that he was alarmed by the 
cattle situation. He said it is worse than last year, because this year’s 
dry cows are right now bringing 7 cents, and 8 cents. Last year they 
brought 10 cents. I tried to te ‘Il him he had forgotten how low they 
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were a year ago, but he insisted that he thought things were going 
to be worse, and I tried to console him, but I did not succeed very 
well. I said to him: “Do you think if we had the old commissioner 
land-bank loan available, handled in the Department of Agriculture, 
that if conditions got so much worse as you say they are, that would 
be of any help to you? 

He said, “Very positively,” he thought it would be helpful and 
very essential. 

lie said, “We think we can see these people through and we are 
determined to see these people through. Our bank and the other 
bank in the community is going to go as far as it can possibly go to 
help them along.” 

We have had good help from the Department of Agriculture. We 
have had every assistance that we can imagine, but these men have 
been through year after year after year of drought, and their credit 
facilities are sunply gone. 

I went into the town of Fort Sumner, N. Mex., and I met there 
With a group in the office of the bank. It was only a branch bank, 
and the officers of that bank brought in a group of farmers—nearly 
all of them cattle men—and talked about this type of loan. They 
were very anxious to know if we were making any headway with this. 


They knew I had introduced, along with Senator Schoeppel, a bill to 


hii ke this possible. | said “Why are you so concerned about it q” 
This one individual said to me that he had a ranch which he thought 
worth $200,000 or $300,000. He said the value of the ranch 
changed with the value of the cattle because it is directly tied to the 
fact that you have a place with so many cattle on it, and you multiply 
that by the cost of the cattle, and try to arrive at the value of the ranch. 

But, he said, “Certainly, $250,000 is a fair evaluation.” 

He said, “I owe $150.000 on my eattle, and a few months ago they 
re worth about $200,000 or $250,000." He said “I am worth some 
where around $500,000 in assets and $150,000 in debts.” but he said 
“T have tried to get a loan on my ranch and I cannot get a loan of 
any size because if we have 1 more year of drought and eattle market 
prices stay down, I have got just some barren sand.” 

He said “If I had this loan I would know that within a couple of 
years after the drought I could come back into the cattle business.” 
He said “My daddy and I have seen them all.” 

He meant that. He was a man 65 years old, and between his daddy 
and himself they had gone through about every drought period in 
that part of the country. They had seen the most wonderful grass you 
could ever imagine, and they had seen a cycle of 12 or 15 years with- 


out grass. They went through the very tough days of the drought 
back in 1933, 1984, and 1935. These men are determined to hang 


on to the cattle properties which they have, because they know no 
other business. Hlowever, they feel that the land bank commissioner 
loan would be a good thing and, for that reason, I introduced the bill, 
after consultation with the Senator from Kansas, who had driven 
with me through portions of Colorado, Kansas, Oklahoma, Texas, and 
New Mexico, checking on drought conditions while serving on the com- 
mittee Where we were associated with Mr. Poage and Mr. Belcher. 
It was because of that drive and those experiences and those conversa- 
oupl d with the recent drought, that the bill was introduced. 
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Mr. Chairman, I have tried to say ~ ankly that I think we can 
get along without the legislation today, but if the Senate should re 
duce its talk—and I would not say quit its ti ilk—but reduce its talk 
in the next few days, we might be able to finish by the end of this 
coming week and adjourn the Congress. If so, we have ahead of us 
the very bad period of the rest of August, all of September and the 
first couple of weeks in October when droughts can be serious. 

I want only to hand to the Department of Agriculture an addi 
tional weapon which it can use to combat distress among the farmers, 
and say to them “When you are making loans to these farmers, when 
you are supplying them with protein meal where you have to, where 
you are making the hay program work as you have prepared to mi ike 
it work, I wish you would or could have available the means of mak 
ing the old commissioner type loan, if in your judgment that is 
hecessary. 

That is all I had in mind saying, Mr. Chairman. 

The CuarrMan. Senator Anderson, lam sympathetic with the situa 
tion which you have in New Mexico, and which we have in Kansas, 
but probably not to so great an extent as you have it in New Mexico, 
but it happens in all of that area out there, as you very will know. 

Senator ANpERSON. Yes, sir. I want to say to the chairman that J 
enjoyed very much when Senator Schoeppel and I were on that trip 
to have the able chairman of this committee to come to one of om 
meetings, and participate, and give his very good counsel and advice 
to it. 

I am not in anv way reluctant to admit that he knows the situation 
as well as any of us. I do not claim we have any special wisdon 
in this situation which is not available to him. 

The CHAIRMAN. We were very happy to have you come to My home 
county in Kansas, and I know you were putting in long hours and 
hard work, on that trip. I recall that you got into Garden City at 
about 3 o’clock in the afternoon, after having had no lunch, and from 
there you went farther down. I know you did do a very fine job on 
that trip, in checking upon the situation. 

However. here is the thing which disturbs me somewhat in the con- 
nection with the bill: 

Under the provisions of this bill, if we reimstate the commissioner 
loans, all that could be done would be to add an additional 10 percent 
to the loan which can be made now by the Federal land bank. _ 

s, they have the authority to make a loan up to 65 percent of the v: 
and this would enable them to go up to 1 percent, which woul : aA 
be a very large increase over the amount of loan which can be gotten 
now, or over the sup ple ment: al loans whic h might be ac led. 

I am woes if, under the provisions which are in effect now re- 
lating to special a k loans, as well as other provisions which 
deal with loans made by the Farmers Home Administration, it would 
not be possible to do just as much, if not more, than could be done by 
extending or by restoring the power of the Farm Credit Administra 
tion to make commissioner loans. 

Do you wish to comment upon that ¢ 

Senator Anprerson. I do not, because of the fact that the Farmers 
Home Administration can make loans for refinancing farms, but it 
cannot refinance except where the farm is being purchased or e1 
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larged, or improved and these situations do not arise where farms are 
being purchased. They arise where farms are already in the posses- 
sion of an individual who has been hit by the drought. 

The Cuatrman. I am thinking about the special loans on livestock 
particularly which are available, and which are being made constantly 
— have heen made since we passed the legislation near the end of 

» last Congress. 

Ser ator ANDERSON. Yes, sil 

The Cuarrman. What disturbs me particularly is that it has only 
been 30 days or so since we passed a bill here in the House—and I am 
not sure whether it has been passed in the Senate or not—which marked 
about the final windup, as I understood it, of the business of the com- 
missioner loans. 

That is, we authorized the sale of the odds and ends which were left 
over from the commissioner loans to the land banks and I thought then, 
and I think the Congress felt, that we were winding up that operation. 

Now, there is a serious situation in the drought areas, and it may be 
that the — may come—I agree with you that there is not need for 
it now—but the time may come within the next few months when there 
will be need for additional credit in certain restritted areas. How- 
ever, | wonder if we are justified in setting up here a new type of 
loan, or restoring an old-type loan which we have found it possible to 
dispense with, when it is needed only in a restricted area, and where 
it seems to me that there are other provisions which probably would 
take care of the situation as well or better. 

That is the thing that disturbs me. 

Senator Anperson. Let me say right there that what the chairman 
has just said is almost exactly what I said to the group in New Mexico 
at the farm credit meeting of last January, when they came to me and 
suggested the reestablishment of the old commissioner loan. 

I said: “We are trying to close it up; we are trying to wipe that 
out; we are trying to get out of that business entirely,” and yet when 
I came to study and think about it, more, I came to this conclusion, 
and I suggest only to the chairman that that is my own feeling 
about it. 

I think the best part of an emergency program is our ability to 
start it and stop it, and close it up, and when the emergency arises, 
start it and stop it again. 

May I illustrate that by saying that I had the first National Youth 
Administration out in my State and had been connected with the 
Works Projects Administration and the Public Works Administration 
in the 11 Western States, and when I came into the Congress and was 
serving in the House of Representatives here, I was on the Appropria- 
tions Committee when the a final appropriation to the National 
Youth Administration was to be made, and Mr. Aubrey Williams 
made a very strong plea to rath on with some youth training. 

I took the position we could close up the } National Youth Admin- 
istration then, as rapidly as we should, since we were then in the period 
of the war, and our young men were going into service of all kinds, 
and it seemed to me to be the height of folly to continue the National 
Youth Administration. TI said to him then, as I believe now, “If we 
would close the National Youth Administration and wipe it out en- 
tirely when we no longer needed it, and then if there came a time 
when we had widespread unemployment someone could come forward 
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with a proposal to reestablish it, and would not be confronted with 
the argument ‘If you do it, it will run the rest of our natural lives.’ ” 

It ought to be stopped. I was one of those who urged the early 
closing of the CCC camps where young men had been employed when 
a new program was available to take them up, ve I feel the same 
way about the commissioner loans. They served a useful purpose, 
and they were surprisingly inexpensive. The oye of money paid 
back was enormous, and the response of those people to whom that 
extraordinary credit was a thing that heartened anyone who believed 
in making soft credit available i in times of extreme emergency. 

I do not think this would require the setting up of any great ma- 
chinery. I think it would simply mean that we could say to the 
Department of Agriculture that the Farm Credit Administration is 
authorized to exercise the authority conferred upon the land-bank 
commissioner by the old emergency act. 

The limit is doubled because money is of less value, and the pro- 

vision is in here which gives them several years to pay off. 

Now, you take an FHA loan on cattle. I believe it has to be paid 
off within 3 years. If it is a special loan, it has to have some install- 
ments paid, and we found out recently that banks were not too happy 
to take a subordinate position and allow the giving of additional 
security and sacrifice their mortgage rights on it. 

This would, I think give the Farm Credit Administration an op 
portunity to say, “Well, the Farmers’ Home Administration has done 
what it can do, but it cannot give a 5-year loan and it cannot make 
provision so that principle payments need not be made.” 

Mr. Cootry. Will the gentleman yield ? 

Senator Anperson. The same flexibility in handling the banks to 
day would be possible under this, and while I do not believe that we 
should try to get away from the established type of credit that the 
Department of Agriculture is handling, I would only like to have 
this available in the same sense that we have written many things into 
the agriculture laws which allow the Secretary of Agriculture great 
discretion when he needs to have it. 

If Mr. Cooley will pardon me for just a moment: The question of 
maximum price supports has some times been discussed. I have al- 
ways believed the Secretary of Agriculture should have complete 
authority to go as high as he needed to go for emergency situations, 
and I refer to the time when we ran completely out of linseed oil i 
this country. 

The linoleum manufacturers in Pennsylvania came down to Wash- 
ington and pled that we go to Argentina and make any deal that 
Peron insisted upon in order to bring linseed oil into this country. 
They demanded that we pay any price and make any sacrifice to get 
it. That was not the way we finally went at it. We announced 
support price on flaxseed away beyond what was at all customary, in 
an effort to go out and buy acreage and in an effort to put it into places 
where it normally would not be planted. As soon as the announce- 
ment was made of the acreage which had been planted to flax, the 
Argentine Government was pleading with us to come down there and 
make them a deal for linseed oil, and we supplied every linoleum 
manufacturer with all the linseed oil he wanted at approximately half 
the rate the linoleum manufacturers were willing to pay, merely be- 
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cause we had made use of an extraordinary power for an extraordinary 
purpose 

I think those extraordinary powers in the Department of Agricul- 
ture are a good thing, and the only purpose for the introduction of 
this bill is to say that if droughts continue and there is a very heavy 
cattle run, and prices become ‘de moralized very rapidly, that ‘the De- 
partment of Agric ulture could move into the market and buy enough 
cattle to stabilize them, and allow them to be able to say to a man: 
“Hang onto your land, we will help you; hang onto your farm, because 
we will make you an extraordinary loan.” 

Mr. Cootry. This additional period of 5 years would be applicable 
only to loans hereafter mart is that the idea 

Senator ANDERSON. Yes, sl 

Mr. Coo.ey. Does that mean a man who is now struggling to hold 
onto his farm with the regular Federal land-bank loan could not be 
granted the same privilege in the event he found himself in distressing 
need to extend his principal for 5 additional years 4 

Senator Anprerson. Yes. I do not want to get mixed up with the 
farm-mortgage problem. This will not waive conditions of the land 
bank, because they are separate, but the Farm Credit Administration 
could go ahead and make a loan which might pay off his land-bank 
loan, because it would be for a larger amount. 

Mr. Cootxy. Instead of being called a commissioners loan, it would 
be called a Federal farm mortgage corporation loan / 

Senator ANpeRson. That is right. 

Mr. Cooiry. They would be author ized to take second mortgages ¢ 

oe uv ANDERSON. Yes. 

Phe CHamman. Let me ask you one more question: We have been 
trying, in the last legislation which was passed at the last session of 
Congress, to set up a Farm Credit Administration to make a little 
more progress in separating our firm credit and soft credit, as far as 
agriculture was concerned, and we have now set up in the Farm 
Credit Administration a separate agency of all of the cooperative 
lending organizations which make a commercial-type loan. 

We have been trying in this Congress, both in this session and the 
last session, to make it possible for the Farmers’ Home Administra- 
tion to deal adequately with the need for soft credit and thus com- 
pletely differentiate the two types of lending, and of course that has 
been the policy all the way through, except back in the depression 
days, in the 1930°s, when we did find it necessary, and I think it was 
necessary, and I think it was certainly a sple ndid piece of legislation 
which made it possible to have Commissioner loans at that time, but 
we were dealing then with a situation which is far different from 
anything that anyone can foresee at this time. 

Do you not think it is better if we need some additional legisla- 
tion—some additional lending authority now—to deal with the 
Farmers’ Home Administration type of loan rather than trying to 
set up some soft credit under the Farm Credit Administration ¢ 

Senator ANpeRsSOoN. Let me say, first, that I have agreed completely 
with the program of separating hard and soft credit, and approve 
very much of the legislation which has been passed separating these 
credit establishments from the normal operations of the Department, 
and also the expanded authority of the Farmers’ Home Administra- 


tion to make loans. 
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I say this, however: The Farmers’ Home Administration is not 
supposed to refinance indebtedness, and that occasionally indebted 
ness has to be refinanced. I think it would be easier and better, it 
seems to me it would be, at least, to leave the Farm Credit Adminis- 
tration in that spec ialized business, and take it out of that specialized 
lusiness, as conditions improve. 

Mr. Cootry. You mean the Farmers’ Home Administration / 

Senator ANpDrerson. No; I mean the Farm Credit Administration 
should make these specialized loans or liberal loans, and then termi- 
nate it again rather than to change the general rules for operating 
the Farmers’ Home Administration. 

Why change the general rules for operating the Farmers’ Home 
Adminis tration ? 

Mr. Cootry. The Farmers’ Home Administration would give prob- 
ably more supervision that would be needed in the case you were 
talking about for making these loans. In other words, the Farmers’ 
Home Administration loans are more closely supervised than these 
loans would be? 

Senator ANpreRson. Yes, sir: that is true. 

I say to you, Mr. Chairman, that I recognize that around this 
table are men who have had a vast experience in agriculture and 
they need no help from me in coming to a good decision on this 
question. I only came here to say that in talking to a great many 
people, principally small cattlemen—nearly all small cattlemen— 
they are greatly worried that with the ec: attle numbers in this countr Vv 
and the conditions of drought in Colorado, the conditions of drought 
in all of eastern New Mexico and the conditions of drought in a 
central portion of Texas, that something might happen to start 
a great run of cattle to the market, and if that run continued there 
are several million head of cattle that could quickly be moved into 
the market place. 

We all know that it is not the cattle on the range which cuts prices, 
but that it is the cattle which come streaming into the market place. 

I sold two truckloads of cattle in the Los Angeles market Monday, 
and they were pretty good-looking cattle, and I got about 3 cents 
a pound less for them than IT had gotten 10 days ago. 

I do not know whether that means anything or not, but it means 
that there is quite a supply of cattle now coming into the market. 
There is quite a little competition from thin cattle moving into the 
market and we could be up against a pretty ri apidly deve ‘loping situ- 
ation. I think the Department of Agric ogni is probably geared up 
to establish a good buying program if it is necessary, and I believe 
it will. 

I know the Department of Agriculture is prepared to extend 
emergency relief in those drought areas, and I believe that it will, 
and will do it in a sensible and sound fashion. I do not question 
anv of those things. I feel that some of these cattlemen will have a 
great deal of difficulty—cattlemen and sheepmen—and small farm- 
ers—acquiring credit quickly. If they knew and if the banks knew 
that this type of credit was available, there would be a whole lot more 
stability, I think, in our picture. 

In other words. the bankers to whom I talked for a long time on the 
telephone said to me if this bill was enacted into law and if it was 
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their knowledge that this type of credit—the old commissioner-type 
loan—was avail: ible, they could probably be a whole lot more liberal 
with these people bec ‘ause they could do the refinane ing ri ather than 
having the Farmers’ Home Administration do it. 

I am hopeful that you will have a thorough discussion of this 
matter, and whatever your verdict is, it will be all right, and entirely 
satisfactory to me. 

The CuarrmMan. We certainly appreciate your coming over, and it 

sa pleasure to have you back on our side of the Capitol. 

Senator Anperson. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Dempsey, we shall be glad to hear from you 
at this time. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. Mr. Chairman and members of the committee, there 
is not anything which I can add to what Senator Anderson has already 
told you. I do not think I have any information which would be 
new to the members of the committee, who know so much about 
agriculture. 

I can tell you that the situation in eastern New Mexico in regard to 
our counties there which border on western Texas is one of great 
distress. 

The drought that exists there now is probably the most severe 
we have had for many, many years. That same condition applies 
in northern New Mexico and northeast New Mexico. The ranchers 
there are concerned that conditions may get very much worse. There 
is not anything they can do except sell what they have, and of course 
what they have will bring very little money in terms of real value. 

I do not like to see any new agencies set up, but I do think, as an 
emergency, that we should have some program which would take 
care of a great run of cattle to the market. If the condition does not 
get worse, and if there is no need for this additional agency nor 
the additional lending arangement it naturally would not be used. 

So, there is not any harm done, but if the condition comes to the 
point where it is necessary and there is no machinery available for 
additional funds, I do not know what the people out in those areas are 
going to do. 

I could not advise this committee what steps to take but I do trust 
that you will give it the consideration that I think the problem de- 
serves. I know of no greater distress which occurs than the distress 
which comes about during a drought. 

Rains and floods bring distress, and we have fires which bring dis- 
tress, but when you see the grass burned up, and you see the soil 
cracking, that is a distress which is devastating, and it goes beyond 
anything I have ever seen until I went out there into the part of the 
United States where I am living now, in the State of New Mexico. 

I have great sympathy for the men who face these terrifle condi- 
tions, and who continue to have hope. I probably would not have the 
courage to do that, and the only thing I am pleading with you for is 
to give due consideration to a condition about which you know. 
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I see no harm in making available funds, if the conditions justify 
it. If the conditions do not justify it, nothing happens, and this au- 
thority will not be used. 

Mr. Cootry. Governor, have you explored the possibility of as- 
sistance which might be available through the Farmers’ Home Ad- 
ministration in the event some farmer is in distress and he cannot get 
local credit elsewhere from some other lending agency ¢ 

Mr. Dempsey. Mr. Cooley, the information I get is that there is no 
existing agency which can take care of the conditions that they anti 
cipate may occur. In other words, the refinancing of the loans is a 
problem which the banks cannot handle if you get in a certain situa 
tion, because bank examiners question the loans. 

Mr. Cootry. I can understand how private banks might not be able 
to give the relief which you would need, but I am wondering if the 
authority of the Farmers’ Home Administration would not be broad 
enough in the event of an emergency of this type to make a loan which 
would take care of the situation, without the necessity of activating 
the authority once vested in the Land Bank Commissioner. 

Mr. Dempsey. I am advised that they do not have the authority to 
make such loans. 

Mr. Cooiry. If they do not have the authority and no authority is 
available, then I would be very much inclined to look with favor upon 
this bill. 

Mr. Demrsry. You know very much more about this than I do, and 
if the authority exists, we would not need any additional aid, but they 
tell me the authority does not exist. 

Mr. Coo.try. I do not know that it does exist, but I thought we 
should look into it. 

Mr. Dempsey. I am advised that it does not. 

Mr. Cootry. I am sure that this committee will be impressed by 
your views concerning this situation, Governor Dempsey, and I know 
that the committee is grateful te you for your interest and your ex- 
planation. 

Mr. Demresey. Thank you very much. I appreciate the committee 
hearing this matter at this time, and I trust you will take appropriate 
action. 

Thank you very much. 

The Cuairman. Thank you, Mr. Dempsey. 

At this time, we shall be glad to hear from Mr. Fernandez. 


STATEMENT OF HON. ANTONIO M. FERNANDEZ, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Fernanpez. Mr. Chairman, we appreciate that the Farmers’ 
Home Administration now has authority to make emergency loans for 
the purchase of seed, tractor fuel, fertilizer, subsistence, and all normal 
farm and home operating expenses, including reseeding of pasture and 
the planting of crops when weather conditions permit. That is prob- 
ably adequate in cases where the only difficulty 1s the present drought. 

However, what is needed, Mr. Chairman, is refinancing credit for 
farmers and ranchers who, after 5 years of drought in the Southwest 
and tumbling prices for cattle, are about to lose the land itself, 

These are the people who have had to mortgage their land, have 
exhausted all their credit, and face foreclosure this fall. 
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With economic conditions as they are now, such foreclosures will 
ause tremendous losses both to the farmers and ranchers and also to 
their creditors. 

Under similar circumstances in the 1930’s the land bank commis- 
sioner type of loan under section 32 of Hie Emergency Farm Mortgage 
Act of 1933 was very useful and saved many small farmers from total 
bankruptey. With that experience behind us, we urge this committee 
to report this bill out so that this useful law may be revived, and 
utilized again in this extreme emergency. 

Mr. Chairman, the fact that an emergency exists in the Southwest 
s well established and I am not going into that at all except to tell 
you a little story, which will probably illustrate the point. 

They say that 2 small cattlemen were talking together, and 1 of 
them said, “If conditions continue as they are now, I am going to have 
to rob the bank.” 

The other cattleman said, “If conditions continue as they are now, I 
Phis letter outlines the situation very clearly. 

The purpose of this law is to keep the farmer from losing his land, 
and the bank from being robbed. 

I have any number of letters from farmers themselves. I have, 
also, a letter from the Sante Fe National Bank, and I will not take 
the time to read it, but I would like to make it a part of the record. 
This letter outlines the situation very clearly. 

The Cuarrman. Without objection, the letter will be made a part 
of the record. 

(The matter referred to is as follows :) 


SANTA Fe NATIONAL BANK, 
Santa Fe, N. Mex., April 2, 1954. 
Hon. A. M. FERNANDEZ, 
Wember of Congress, House Office Building, 
Vashington, D. € 

DEAR CONGRESSMAN FERNANDEZ: While it is not necessary for one to be a 
banker to be interested in the drought and Dust Bow] effects on our agriculture 
in New Mexico, and I am sure that others are as much interested as we are, 3 
weeks ago I crossed New Mexico pretty well and very recently I have talked to 
some of our east side bankers and to people in other sections of the United 
States, and I am very fearful of a repetition of the situation we had in the 
thirties. For instance, one of New Mexico’s old and well-established bankers 
in talking to me the other day made this observation: That he had several farm- 
ers and ranchers to whom he had made loans out of the ordinary to pay their in- 
surance, loan interest, taxes, and other expenses, taking a second mortgage on 
their farms or ranches as security and now these people a year later are in worse 
shape than they were before. They are out of money, out of feed, their loan 
interest is due and their taxes are past due, and the banking department has 
classed these loans as “nonconforming,” and the banker is in a position where 
he has got to collect his note or charge it off. The first premise he would not 
he able to do unless (a) by the debtor selling his farm or ranch, (b) by the 
banker foreclosing, which he would certainly not want to do. 

You and I both know what happened in the thirties when insurance companies 
and mortgageholders started to foreclose. A special bankruptcy act was taken 
advantage of in order to preserve the farm or land unit. 

Now, the situation cannot exist just in New Mexico. By the nature of things, 
it has to exist in many, many other places. It would seem to me that if it 
should continue without some relief in the offing, a very, very dangerous situa- 
tion could arise. 

We have the FHA and other agricultural agencies which might have the 
power and authority to temporarily help as was done in the thirties. I know you 
have given this some thought. If you can come up with any suggestion that will 
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offer relief for this situation, it will relieve an economic condition which is 
paramount in our overall economy. 
Awaiting your serious consideration, I am, 
Yours very truly, 
L. C. Wricut, President 


Mr. Frrnanvez. I also have a letter from J. C. Hester, executive 
secretary of the New Mexico Bankers Association, and I will read 
only one paragraph of that letter: 


During the past week I have been in touch with several of our bankers both 
here and over on the eastern part of the State where the drought situation is so 
very bad. The situation has reached such proportions that unless most all of 
the farmers and ranchers in the drought area receive some kind of long-range 
financing, they will very soon face the proposition of liquidating at a time when 
this would be most disastrous for them to do so. The so-called relief recently 
granted in the form of cheaper feed and small loans to prevent soil erosion, prob 
ably did some good, but this is not the answer for the farmer who has gone 
through 2 or 5 dry years and now facing another one. We are unable to find any 
source from private business or Government agency where these people can secure 
financing needed to carry them through this period when the elements have 

I 


caused their present condition to become so serious. 


(The matter referred to is as follows:) 


New Mexico BANKERS ASSOCIATION, 
Santa Fe, March 31, 1954 
Hon. ANTONIO M. FERNANDEZ, 
Member of Congress, 
House Office Building, Vi ashington, D. Cc. 


My Drar Tony: During the past week I have been in touch with several of our 
bankers both here and over on the eastern part of the State where the drought 
situation is so very bad. The situation has reach such proportions that unless 
most all of the farmers and ranchers in the drought area receive some kind of 
long-range financing, they will very soon face the proposition of liquidating at a 
time when this would be most disastrous for them to do so. The so-called relief 
recently granted in the form of cheaper feed and small loans to prevent soil 
erosion, probably did some good, but this is not the answer for the farmer who 
has gone through 2 or 3 dry years and now facing another one. We are unable 
to find any source from private business or Government agency where these 
people can secure financing need to carry them through this period when the 


elements have caused their present cond 


ition to become so serious. 

I recall so very well back in 19383 when the Regional Agricultural Credit Corpo 
ration came into being and the great good it did in providing long-range financing 
for the farmers and stockmen, allowing them to pay their creditors and their 
taxes, and the relief this provided for the merchants, banks, and schools as well 
as preventing the direct recipients of the loans from becoming bankrupt. As you 
well know, the Regional Agricultural Credit Corporation was eventually liqui 
dated and the New Mexico corporation did so at a profit and without any cost 
to the taxpayer. Money was provided by the Government to give those farmers 
and ranchers financing over a period of time sufficient for them to pull through 
some of the most difficult times we ever experienced. Private lending and credit 
agencies could not do that; they cannot do that now. The RACC took up all of 
the debts of their borrowers and tookeas security a mortgage on all of their 
properties and budgeted them in a manner that they operated at the very mini 
mum expense and the ultimate results were more than wonderful 

While a plan of this sort now is contrary to the policies of the present adminis 
tration, it looks from here that something similar to the old RACC should be 
provided at once, as a temporary measure, to provide the needed assistance to 
the unfortunate people in the drought stricken area. Genuine assistance must be 
provided, not just something that barely scrapes the surface. It should not be 
considered as relief, but help to pull them through some bad times 

I shall appreciate hearing from you about this matter and receiving your advice 
and counsel. 

Sincerely yours, 
J.C. Hester, 


Erecutive Secretary 
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Mr. Fernanpez. That is all I have to say, Mr. Chairman. 

The CHairman. Thank you for your statement, Mr. Fernandez. 
Are there any questions by members of the committee ? 

Mr. McInrimer. I would like to ask Mr. Fernandez 1 or 2 questions, 
if I may. 

The Cuatrman. Yes, Mr. MeIntire. 

Mr. McInrire. Back when the land bank commissioner loans were 
being made in the thirties, the loans were usually based on the normal 
agricultural value: the normal agricultural value that was used in 
those days was the appraisal at a figure that was at least 100 percent 
and sometimes more than 100 percent of the current market value of 
the CTODS., 

Now, if the land bank commissioner loans were restored, is it your 
thought that they would be restored on the same concept of the ap- 
praisal as prevailed in the thirties for the normal agricultural value, 
and will the assistance rendered by these commissioner loans be as 
adequate as the people who are requesting this relief have in mind 
concerning the adequacy of the commissioner’s loans in the thirties ? 

Mi. Fernanpez. Yes: I think they can. What this bill does is to 
revive the commissioner loans except that it increases the amount that 
may be loaned and since it worked at that time and worked well, I 

ssume that it will work now. That is about the only way I can 
answer it. It isthe same law being revived, to be used now during this 
emergency. 

Mr. McIntire. Does this bill provide for loans to be increased from 
the maximum of $7,500 to a maximum of $15.000%2 That does not 
change the level of the loan ? 

Mv. Fernanpez. No: it does not. 

Mr. McInvrime. That is in relation to the value of the farm. It puts 
the maximum limit on how far you can go? 

Mr. FeERNANDEz. Yes. 

Mr. McIntire. Now what I am coming to is this: Let us say that 
back in 1930, the appraised agricultural value of a farm was $10,000, 
ossibly a small farm in your State—— 

Mr. Fernanprz. Those are the ones that are in distress, if I may 
suggest. 

Mr. McIntire. The land bank loan can be made on the basis of 50 
percent of the normal agricultural value of the land and 20 percent of 
the value of the maturity improvements, buildings, and we will say 
that the land bank will make a loan of $4,200 on that farm. Then the 
commissioner loan would come in with a second mortgage loan for the 
difference between the $4,200 and the maximum of 75 percent of the 
$10,000, so that the commissioners can come in with $3,300 loan. 

Now, we went out and ap praised this man’s farm at $10,000 and 
he recognized that when he got 75 percent loan, which was $7,500, that 
it was not—that there was an appraisal of $10,000 on that farm, on a 
farm that had a market price say of $10,000, and he considered that 
he had a very adequate loan. 

Now, let us take the situation today : This $10,000 farm is perhaps 
worth, at the present value, $20,000. Now is it your thought that just 
in restoring the commissioner loans that this farm now is going to 
involve $14,500? 
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Mr. Fernanpez. Yes, that is my understanding of the loan, that he 
would be entitled to borrow on the present value of the farm, of the 
land and the farm. 

Mr. Cootey. Will the gentleman yield / 

Mr. McIntire. Yes. 

Mr. Cootry. But that is not the case. 

Mr. McIntire. No. 

Mr. Cootry. Does he understand that it would be appraised, not 
at that rate, but that it goes back to the loan rate—— 

Mr. McIntire. Mr. Fernandez, it is my understanding that these 
loans would be restored, would be brought back into the operation but 
that they would still be based on the appraised, normal, ayzricultural 
value of that farm. That is the basis upon which they were appraised 
before. 

Mr. Fernanpez. Then do I understand that t® mean, that when they 
were appraised, they were appraised on the value on which they were 
appraised at the time the ioan was made? 

Mr. McIntire. No; not that. No; I have not looked over the figures 
of the appraisals for a number of vears, but I would say, just as an 
estimate of my own, that the appraised value of the farms, as they 
are appraised by those who are public appraisers today, and e mployed 
by the Farm Credit Administration, are not today the normal agri- 
cultural values today, are not as close to the present market value 
today as they were in the thirties. In fact, you might go out and 
find a $20,000 farm, that was normally considered by the land bank 
asa farm that is worth $20,000 today but being appraised at the normal 
agricultural value, oh, I would guess $15,000. And if the land bank 
commissioner loan is based on that $15,000 and not on the $20,000—— 

Mr. Fernanpez. I suppose that is true. And if it is true, then the 
law would not be quite as adequate as I though it would be. However, 
we might save time here by admitting that I am not an expert and I 
know that you gentlemen are expert in this field—— 

Mr. Cootry. All of the members would be free to admit that we 
are expert. 

Mr. Fernanvez. But I know you are much more expert than I am 
in this field. 

Mr. McIntire. Mr. Fernandez, I only brought out the point to try 
to bring into the perspective some of the details involved in this 
thing that I was assuming perhaps might not have been considered. 

Mr. Fernanpez. Yes; and I appreciate very much your giving me 
the benefit of your thought. 

Mr. McIntire. Thank you. 

Mr. Fernanpez. Thank you very much, Mr. Chairman. 

The Cuarrman. Is there anyone else present who desires to be heard 
in support of the legislation / 

We have with us this morning, Mr. Carl Colvin, Deputy Governor, 
Farm Credit Administration. We will be glad to hear you at this 
time, Mr. Colvin. 
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STATEMENT OF CARL COLVIN, DEPUTY GOVERNOR, FARM CREDIT 
ADMINISTRATION 


Mr. Corvix. Thank you, Mr. Chairman. 

The Cuaimrman. We will be glad to have you tell us your thoughts 
about this legislation. 

Mr. Corvin. Mr. Chairman, I should like to read, with your per 
mission, a very brief summary statement, and then will be glad to 
discuss any points that you may have in mind. 

‘| he CHAIRMAN. You nay proceed in your own Way. 

Mr. Corvin. Mr. Chairman, there are now before the committee 
which would authorize the Farm Credit Administration to make, on 
behalf of the Federal Farm Mortgage Corporation, loans of the type 
which from 1933 to 1947 were made by the land bank commissioners, 
wh ch ottice Was abolished by the Farm Credit Act ot 1953. 

Such loans were made to farmers on the security of a first or second 
mortgage on farm property and could be made up to 75 percent. of 
the appraised normal value of the property; in the case of a second 
mortgage loan, the loan being made, together with the prior indebted- 
ness on the property, could not exceed such 75 percent. In the report 
on H. R. 8879, submitted to the chairman of this committee under date 
of July 16, 1954, the Farm Credit Administration has indicated its 
views as to such legislation. 

The position taken in the report was that unless. or until, it is 
considered that the financing needs of farmers generally require it, 
we do not recommend enactment of such legislation. 

Since the report was made, we have again been in touch with the 
12 Federal land banks and the current reports from them indicate 
that in 2 farm credit districts, there is some need for such financing, 
and in 2 districts there may be some need for such financing by spring, 
and the banks in the other § districts see no justification for a resump- 
tion of such lending. 

I may say that one of the districts reporting needs for such financing 
now that did not so report prior to our first report, is the Wichita 
District, and our information coincides with the information that 
Senator Anderson has given you, and that Governor Dempsey has 
given you. 

Mr. Poacr. Will the gentleman yield for a question ¢ 

Mr. Corvin. Yes. 

Mr. Poace. What did the Houston Bank indicate ? 

Mr. Cotvix. The Houston Bank is 1 of the 8 which says there is 
no general need for this special legislation at the present time. 

Mr. Hertone. Mr. Colvin, what can you tell us about the Columbia 
Bank? 

Mr. Corvin. That is the other district that says there is a need 
for this type of Joan at the present time; at least, in a part of the 
district in South Carolina, particularly. 

Mr. Hertonc. What about Florida? 

Mr. Corvin. And in parts of Florida. 

Our own position continues to be, and in this, representatives of 
the Bureau of the Budget have concurred informally, that the legis- 
lation should not be enacted unless or until it is considered that the 
financing needs of farmers generally require it. 
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There is some indication that the sponsors of the legislation may 
intend that the renewed legislation shall be made avail: able only where 
definite need therefor exists, rather than throughout the country 
generally. If that is the intent, and if this committee approves such 
legislation, we recommend that the committee consider amending it 
to include therein specific limitations on the lending authority as to 
areas. In that regard, it would seem reasonable that the lending be 
authorized only in areas determined to warrant assistance by the 
Federal Government under Public Law aa Sist Congress, approved 
September 30, 1950, the Natural Disaster Act, leaving to the Gover 
nor of the Farm Credit Administration to determine the portions of 
such areas and the circumstances in which the new loans would be 
available. We would be glad to work with the legislative counsel of 
the committee in drafting an amendment to the bills for that purpose, 
if so rg 

Now, if legislation, renewing lending on behalf of the Federal Farm 
Mortgage ¢ Orpor ation is enacted, the funds with which to make the 
loans could be obtained by exercise of the bond issuing authority of 
the Corporation. [It would still be necessary, however, that the Fed- 
eral Farm Mortgage Corporation be authorized to use its own funds 
for administrative expenses in connection with the renewal of lending 
on its behalf. If such authorization can be included as a part of this 
bill, we would be glad to work with your legislative counsel or other 
Wise as the committee may desire. 

Mr. Chairman, I think I should be remiss if I did not comment on 
one point that has been so clearly stated by Congressman McIntire 
and which we called to your attention in our report of July 16. And 
I bring it to your attention simply for information and that is that 
the financing of the commissioner type of loans during the emergency 
period was relatively much more helpful than it could be now under 
the framework of this bill. And Congressman McIntire gave you a 
very good illustration of that. 

That comes about because of the normal agricultural value which 
as of that time, as he pointed out, was generally as high or higher 
than the market price, the farm sale price. 

Now, the market price has gone up, as you know, until it is about 
197 at the present time, so that a $10,000 farm that we were eo ussing 
would be worth $20,000 but our normal agricultural value would not 
have gone up in the same proportion. So that if we had to on the 
same farm that was worth $10,000 in 1933, that might be worth $20,000 
now, and let us say our normal agricultural value was the same as it 
was in 1933, or even higher, we could now make under the 65-percent 
provision for land bank loans, a loan of $6,500 and $1,000 as a com- 
missioner loan, which would make a total loan of $7.500. 

Mr. Cootrey. Then the $6,500 1s— 

Mr. Convin. 86.500 for the land bank loan because we are making 
65 percent loans now. That would permit a $1,000 loan, bringing 
it up to 75 percent, you see, for the Commissioner. 

Mr. Cootry. That would mean he would get a $7,500 loan on a 
$20,000 farm 4 

Mr. Corvin. That is right. 

Mr. Coorey. You are lending 20 percent of the value of the 
buildings / 
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Mr. Cotvin. Well, at that time, 1933; but now we loan 65 percent of 
the normal agricultural value of the farm and the buildings are taken 
in; that was changed in 1945 from 50 percent of the land value and 
2) percent of the value of the buildings to 65 percent of the normal 
agricultural value of the farm. 

Mr. Cootey. That includes the buildings and the land ¢ 

Mr. Corvin. That is right, yes. 

The Cuairnman. Will the gentleman yield to me? 

Mr. Cooirey. Yes. 

The Cuarrman. That change was made, was it not, with the gen- 
eral understanding that the 65 percent loan which could be made 
under the new provision, would, not entirely perhaps, but almost 
be the equivalent of the loan that could be made before by the land 
bank and the Commissioners and with the other provisions and that 
thereby, there would not be in the future any need for additional 
commissioner loans. Was that the general thought back of it? 

Mr. Cotvin. That undoubtedly was a part of the philosophy that 
went into the change. There were other factors. It was the feeling, 
I think, of the Congress, that the experience of the land banks over a 
period of years, from 1916, warranted confidence in a little higher 
level for land bank loans. 

Mr. Cootey. Even when you consider a loan at 65 percent of the 
value of the farm, including the land and the buildings, that is not 
nearly as generous a loan as is now being made to the city fellows in 
their housing program, public housing, and FHA for private dwell 
Ings; 1s 1t¢ 

Mr. Corvin. Well, I have not made any comparison with it. You 
might be right. 

Mr. Cootry. I mean, the people who are getting 90 percent loan 
on the buildings, and some of them may be 100 percent, according to 
the FHA loan reports; some of them may be more than 100 percent, 
so that these loans would not be nearly as generous. 

Mr. Cotvin. The 90 percent may not obtain at the present time. 

Mr. Cootry. But it did at the time. 

Mr. Coitvin. That was in the forties. 

Mr. Cootey. It did obtain when they were obtaining loans at 65 
percent of the overall value on the farm. 

Mr. Corvin. That is right. 

Mr. Cootry. Now, here is a man who owns a $20,000 farm, that 
maybe he bought last year with a loan of $6,500 or $7,500, so that 
you are not running much risk, it seems to me, that you are going to 
be in position to help people that Mr. Anderson and Mr. Fernandez 
have referred to and others pointed out that they wanted to help. 
This would carry a definite limitation. 

Mr. Coivin. That is the reason I thought it advisable that I bring 
to the attention of the committee the figures of $3,250 for the land- 
bank loan and $500 for the commissioner loan, on the basis of a 
$10,000 farm now, the sales price, which would be appraised perhaps 
at $5,000 or a little better. 

Now, whether that would give the relief that is needed—of course, 
there are many cases, I am sure, where it would give the necessary 
relief, and as Senator Anderson and Mr. Fernandez pointed out, one 
of the differences between the Farmers’ Home Administration loan 
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and the Commissioner loan, was that they can be used to refinance 
indebtedness for all agricultural purposes, for which land-bank loans 
can be made. 

Mr. Cootry. May I ask you one other question ? 

Mr. Corvin. Yes. 

Mr. Cootry. Do I understand now that you are limited to only 65 
percent of the normal value of the farm, as the value? 

Mr. Convin. Yes. 

Mr. Cootry. Can you lend him anything in addition to that ? 

Mr. Cotvin. No. 

Mr. Cootry. That is the limit? 

Mr. Corvin. That is the limit that the land banks can make. 

Mr. Cootry. I suppose that the witnesses who have appeared in 
behalf of the legislation are fully aware of the limitation which you 
have said that the land banks have now. 

Mr. Coivin. I assume they are. 

Mr. Cootry. And they have indicated they do not think that the 
present authority concerning the limitation would relieve the situa- 
tion in their area. 

Mr. Corvin. Yes. 

Mr. Cootry. Now, one further comment concerning your statement. 
You indicated that unless there is a general need for the type of 
increase covered by this legislation, the administration would not 
look with much favor on it, and if the bill is to be passed, do you 
think that the Congress should fix the limitation as to certain areas, 
and bring into operation a law which permits that to be done? I 
think, and I may be wrong about it, but I think we still have some 
of the RACC, Regional Agricultural Credit Corporation loans; do 
we not, Mr. McLeaish / 

Mr. Chairman, do you know whether we still have any of the RACC 
loans in the various districts? 

The CHatrMan. Can you tell us whether there are any outstanding 
other than in Washington and the district ? 

Mr. McLeaisn. They are all in a collection status now. 

Mr. Coortry. They are, at least, in a standby condition, in one 
stage, the RACC loans, here in the district and in the State of 
Washington ? 

Mr. McLeatsu. I cannot answer that. 

Mr. Cootry. I do remember that when there was a need for the 
RACC loans, generally throughout the country—I think we did liqui- 
date all of them—and I think the step to be one providing for a 
standby, which was used, and I mentioned that for the one purpose 
only, to indicate that the Congress was at that time willing to have a 
standby corporation available to make loans to meet an emergency 
if it became necessary. 

So I do not think that we should hold this legislation, delay the 
enactment of it, merely because they are not suffering from a general 
drought throughout the country. I do not think we should wait until 
the farmers in Texas or New Mexico lost their homes, until they have 
been liquidated. I do not think we should wait until then to do 
something about it. I think that the 65 percent loan is not going to 
take care of them, but it will furnish that much help. Their situation 
is unusual and that has been indicated in the testimony presented to 
the committee this morning. 
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The Cuarrman. Will the gentleman yield to me? 

Mr. Coorry. Yes. 

The CHatrman. Do you think that adding the 10 percent loan 
authority that would exist upon the passage of this, would take care 
of that situation / 

Mr. Cootey. I do not know that it would take care of their situation ; 
it would, in some degree, and that is the position of those who sponsor 
this program. I agree with the chairman of the committee that we 
ought fo try to keep the operation separate, and that is what this 
committee has tried to do, and that is one of the things that caused me 
to say that I was not in favor of this bill, because I did not think it 
should put this on the back of the Farm Credit Administration. 

The Crairman. Let me ask you this question, Mr. Colvin: Just 
what is the position of the Farm Credit Administration now? In 
other words, what was the position when you sent the letter of July 16? 
Do you intend by your statement to modify your position that you 
took at that time ? 

Mr. Corvin. IT would say, Mr. Chairman, that it was intended to 
furnish the committee with the most up-to-date information we have. 

lis that because of the rather limited demand which 
has been repo. ted to us through the Federal land banks, we think that 
miolht not be timely to reinstate the commissioner t\ pe of loan. 

Now, frankly, one of the reasons which I might mention is 
that it would be most difficult, if not impossible in the regions not 
iffected by drought, to limit the use of this type of loan, if indeed it 


is intended that they should be limited, to emergency situations, be- 


(our positron at} ] 


ause it would be applicable generally and no matter how much the 
land-bank loan is, or how good the conditions might be, we could go 
ahead and make additional COMM Ssroner loans which would supple- 
ment the land-bank loans just as we did from 1933 to 1947. 

If that be the intent of the bill, that 1s one thing. But it seems 
to us that it was more of the emergency measure, based upon drought 
condition 

Phe CuammMan. Well, if I understand you correctly, you do not 
ntend the statement today to the committee as a modification— 

Mr. Convin. That is right. 

The CuamMan,. Of your letter of July 16, with reference to making 
loans, farm credit and commissioner loans, because the financial needs 
of farmers generally are such that you do not recommend the en- 
ictment of H. R. 8879, which is substantially the original Senate bill, 
and reference Is made to some suggested amendments whic h. I think 
are included in the Senate bill. 

Mr. Convin. Yes: that is me@ht. All of the amendments that we 
ested, I believe, have been ineluded in the Senate bill and our 
) ose In this statement here is to suggest the possibility ot limiting 
his type of loan, if it is approved by the committee and the Congress, 
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to certain areas. 

We realize that that is putting au very difficult burden on some- 
one, to pick out those areas and control the making of loans of this 
type. because that is a little different situation than we have in the 
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mmediate disaster loan: the need for refinancing might come after 
the making of the immediate disaster loan. The demand _ for 
this type of credit may not be immediate but it may come up later 


on and it may be next vear or the year after, when we get to the point 








— 


oe 





MISCELLANEOUS HEARINGS 93 

nere we hitist refi Lice the ndebted ( (nd that - i ther 
ractol that may be cli flic ult to work into arenas and control. 

Mr. Cooney. Mav I as \ one further question / 

Mr. Cotvrn. Yes ’ 

Mr. CooLtrey. Do you think that it would be rather unt 
il! appre ate, V hy ative accuracy, tiie people who will { i 
distress and who are now in distress, do you not. th x it muld be 
iInfortunate for ul i » sit by wm til they are hiqu dated ] meas like 
New Mexico and Texas, and then come along and offer this loan aft 

vy have alr dy bee} liquidated and are put out f business / 

Mr. Corvin. If the committee feels that it ntended that that 
type of loan would prevent that liquidation, I would agree with you. 


Mr. Coo.try. There is another thing I want you to comment upor 
f you will and that is the question of normal value. What is the 
yardstick that was used for arriving at the value? Here isa man whe 


has a farm worth, say, $25,000 during the previous period and during 
this time he has added improvements to the farm, whi have increased 
the value of the farm, and it seems to me that the value would 

gone up. What are you now using as the yardstick for determining 
the value of the farm’ Do you still have the limitation originally 


placed on it 4 

Mr. Convin. Wi have taker Into consideration the improvement 
reaching the pre ent level of the normal value of the farm 

Mr, Cox LE) Yes, say, perhaps, for the last: vears 

Mr. Cotvin. Yes. 

Mr. Cootry. If a man has a $20,000 farm, he can only borrow 
86.500. Now, you are not going to he able to help him wit 1 land 
bank loan of $6,500 today. 

I do not think the land banks are doing mu h business 1n 1 iV tate 
at this time. just for the reason that the banks can make the loans 
and the Insurance companies cure making lon ~ and t] » other lendn oy 
institutions can make loans, so that the valuation provideed for the 
administration during the depres iation are all out of line, and it would 
seem to me that there ought to be a review of the normal value \ rd 


cs, and that we ought to perhaps consider language, even under the 





SbTIC 
existing law, providing for a higher percentage than maybe 75 percent 
| have not had occasion to talk about the l ormal value for a POC 

long while, and I wonder if you would mind giving us what 
are taken into consideration in determining the normal valu 
Mr. Corvin. The normal value is based upon the long-term value. 


We think of it as the value which a man would be justified in paying 
for the f tin, and would be wv illine to pay ror the farm as a lo o-term 


Investment, Now there are several factors that fo Int the vah e, first 
of all. we must arrive at some estimate, some agreement, a to the 
commodity prices over a period of vears, let us say, 15 or 20. 

Mr. Cootry. Right there, do you start out with 1954 and then 
DACK through the years, or do you start with 1932, and build un tot 
resent time, or just how do you arrive at it / 

Mr. ( ‘OLVIN. ( ‘ongeressman, as | started to Say, we have no one specific 
basis that would control in setting our normal values. The normal 
values today are related to the sale prices in the early 1940's, I be 
lieve as close as to any particular base that I might mention: we also 
have the factor of costs. 
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Mr. Cootey. Rieht ther i you vo back to | Yor 1940, in that 
ere iS bee] } ! part ‘ularly a t} e area V here | come 
from. ere tobacco prices have gone from, say LD cents 1 pound, and 
e to the fact f if the Tal ers have, because of the tremendous 
O it were created, and the demoralized prices they suf 
fered, ive gone nto prog ft co trol ind 1? e that 1 me, they 
VG ( eto keep thie price it about 90 percent of parity which 
lly above the 1] cents, more nearly DO cents a pound, 

\ ould price e related back to the othe period ¢ 


Mir ( IVIN | ould hop t} if they would not be related to it or 


it ( ould not be affected by such variations in the normal 
\ lus Cher Lr’ nany tactors i olved, s ich as Congressmal MeIn 
re mentioned 1 ection with the 1932 normal values. Reference 
was made tot e sale price today ind, as I say, in the early forties the 
ile pl e probably we uld be about where the normal] value s ould be. 
We have a ne ial value toda correspond ng generally to what would 
| ibout the sale price of 1943 or 1944. . 
Mr. Coo.try. Of course, it would vary in different ynmunities, 
\ toy uy 
Mr. Cotviy It does ry. But, as I] say, generally, that is about 
{ Lverage., Phey ire considerably higher than the normal values 


1953 because of the factors that you have referred to. 
Mr. Cootry. In other words, the normal values do varv in different 
ommunities, and you must find them. 


Mr. Cotvin. Yes. 


Phe CitarrmMan. May I interrupt to ascertain what is the pleasure 


thre mmittee with reference to the members of the committee 
to « k after the rolleall and conclude the hearings ? 


| Cha is isked Mr. McLeaish to come up ind tell us briefly just 
vhat the Farn e] f Home Adm istration can do to assist. and what 
iuthority the ive at the present time to assist in the present 
ImuAation, 
Mi COOLEY. Mr Chairman, if we are voing to do anything at all 
+ +] aa : 


ibe l liis 1@§ 


islation, it seems to me that by all means we ought to 

ot hope to pass this legislation in the 

next few days. I think we ought to come back after the rolleall. 
The CHAIRMAN. Suppose we reconvene then at 11:45. 


ome back. ot i@rwise, we could I 


(Thereupon, at 11:25 a brief recess was taken to answer the rolleall, 

ntil 11:45. 

The Cuatmman. The committee will resume its session. 

Do you have anything further, Mr. Colvin, which you would like 
to present at this time? 

Mr. Corvin. I think not, Mr. Chairman, except perhaps I might 
sav that which is self-evident, that it may be in some of the drought 
are that we are talking about that the actual value of the farm 
today on the n arket has already gone dow Mh. and we assume It would 
vo down. 

so, 1nN that imstance, the commiss oner type of loan would approach 
the benefits that we had in the 1930’s. In other words, the 197 index 
of land values varies greatly by States and by conditions and by areas. 

Mr. Poace. Mr. Chairman, I think we ought to say right there— 
and he said it in his discussion a while back—the loan and interest on 
the loan w hich the farmer has on his land may well exceed the current 
market value of his land. 
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Mr. Cotvin. Right. 

Mr. Poagr. So, the very time he needs a loan the most is the very 
time you get the best loan, proportionately, from the land bank‘ 

Mr. Corvin. That is one of the benefits and vood things about using 
normal values. We can loan in depressed periods. 

Mr. Poaare. You can loan in pl ice cycles? 

Mr. Corvin. Yes; and the same amount we loan at present. 

Mr. Poacr. But, vou cannot do that if we tamper with it every time 
we get in trouble? 

Mr. Convin. That is right. 

The CHAIRMAN. Chis question was touched pon briefly n while wo, 
indirectly, and that is the amounts that are being loaned by othel 
lending agencies, as compared with the amount which the Federal 
land banks will loan now. 

What is your observation on that? 

\re there other agencies which are mak ne loans on h oly r value 
or making large loans than the land banks at this time? 

Mr. Corvin. Mr. Chairman, naturally we do not have infon 


o] the entire porttol » Of ANY le) (i oy ivell a but we ive ( CS 


brought to our attention frequently showing that other lending ager 
cies, particularly in the better areas, are going higher than the land 


] +] . 
ind whethe hey are 


banks can go under our present limitations 
going too high, of course, only time will tell 
As you know, about 80 percent of the business which we put on the 
books in the early 1930’s was used for refinancing the farmers who 
were burdened W ith debts which had been put on in the decade before. 
The CuarrmMan. Well, I presume that in the areas—the distressed 
areas—now that we have been cliscussing’ this morning, that the other 
lending agencies are perhaps showing some caution in making loans? 
Mr. Corvin. We have had no indications of increasing foreclosures 
as yet. However, I am sure you are right that there is considerably 


more aution being exercised in the drought reas than icl bee) 
earlier, and that may be one of the reasons that there is a» demand 


in some spots for this type of legislation in order to refinance indebt 
edness that, perhaps, the present lender thinks is a little too high. 
Mr. McIntiri Dr. Col in, back in the earlier day when land bank 


commissioner loa were being made, both as first ind second 
mortgage loans, whenever a land bank commission loan was made 
subject to a land-bank loan, it was the usual practice that the land 
bank would loan the full amount which was permissible on the prop 
erty and then the commissioner loan would come in as a secon 
mortgage loan, and if land bank commissioner loan ere restored 
t a requirement administratively or under the law that whenever a 


land bank commissioner loan is made junior to a land bank mortgage 


that the land bank must loan its full loanable value before the 
supplement with the cCOMMISSIO] er lon . asshiming that the levy ra bank 


\ could 


was acting as agent for the commissioner / 


Mr. Corvin. Congressman, that is our policy, and T am sure that 
if would he adhered to very closely. The ley does not req ire 


but it is our policy. The policies of the land banks do just what you 
have outlined. 


Mr. McIntiri Well. that brings | pa second point. 1 am assum 


ng that the lending history on the 65 percent hase was very satisfac 
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tory, but it is probably fair to make the observation that it has neve) 
been tested by any swing of the economy of this country. It has been 
hap od when values have been mo\ hy upward rather than down 
vi ard, and there has never been any period of liquidation of properties 
DV \ ie of foreclosures 1n evalua ne \ hether the 65 percent loan is 
i hazard loa 

If land bank commissioner loans were restored, do vou think that 


the ial ad bal K, perhaps, should he permitted to loan less than the OD 


percent, and carry m« of the risk the commissioner loan, or not 4 
Mr. Corvin. ] would think that WV ild depend upon icase basis, but 
generally speaking, no. I would not think that our general policy 


should state that the land bank should loan to the limit which it feels 
is sound in particular cases, which means, that generally they would 
foal up to 65 percent, 


\ 


app es also to the expe rience of the commissioner loans. 
s you know, we made 680,000 commissioner loans in the amount 
of $1.25 billion on the basis of the original $200 million eapital. 


all of which has been paid back except S10,.000 and, in addition, the 


r} l ] 


nat you say about the land bank loans hot being te ted, lL think 


— 


corporation has paid $129 million into the ‘Treasury as dividends, 
leaving a balance at the present time, of about $14 million in loan 
assets in about 24,000 loans, and that is a very fine experience, and 
it is the result of the conditions which you described which have 
obtained since we began making com ssioner loans. 

Mr. AYE INTIRE. Well, some of that earning’ was aue to at Lppres 
tion in some bonds also, was it not ? 

Mr. Corvin. Yes. 

Mr. M« INTIRE. So, it was not entirely in the loaning field that the 
Cohimissionel floures look SO \ ll as they do: is that right 4 

Mr. Cotvin. That is a factor which should be considered. 

Mr. McInrimre. That is all, Mr. Chairman. 

Phe Chairman. Are there any further questions 4 

Lf not, we thant you very much Mr ( olvin, and We shall be glad 
to have ou stand by in the event there should he further questions 
gvgasaresult of the testimony to follow 
oLVIN. Thank you, Mr. Chairma 
Phe CrarrMan. The Chair would like to place into the record at 
this point a statement by the American Bankers Association on th 
legislation, and the statement oned by J. R Olney Brott, general 


eevelopnin 


Che matter referred to is as follows:) 


ATEMENT OF E A IICAN B KERS ASSOCIATION 


The American Bankers Association desires to present its views in opposition 
to the enactment of S. 3339, which would authorize the Farm Credit Admin- 





ration to make loans of the type formerly made by the land bank commissioner 
Ph J Ve 0. 1959 

Land bank commissioner loans were first authorized in 1955 by the Emergency 
Farm Mortgag Act of 1933 At that time, as a result of the severe depression, 


there were many financially distressed farmers in all sections of the country. 
Farm land values generally had shrunk to such an extent that many farmers 
found it extremely difficult, if not impossible, to refinance their outstanding 

ness The land bank commissioner loans were designed to assist such 


lebted1 


farmers in meeting this situation 
The need for this type of loan had disappeared long before 1947, when the 


authority to make such loans expired. The situation today is in no way com 
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parable to the situation which existed in 1983. Farmers generally are experien 
ing no difficulty in refinancing their existing indebtedness and their general 
financing needs are being adequately met by privately owned and cooperative 
lending institutions or in some instances, where credit is not otherwise available, 
by Government assistance through the Farmers’ Home Administration. It is 
ear that no general emergency exists which would warrant the enactment of 
S. 3339 


Neither is legislation of this character needed to meet local emergency situa 
tions which may have arisen in the drought areas. <A carpenter does not build 
a scaffold all around a house just to fix a leak in the roof. Congress has already 
enacted legislation to provide financial assistance to farmers who have suf- 
fered crop failures and other economic reverses as a result of drought. Publie 
Law 115, 88d Congress, was enacted July 14, 1953, to provide additional eme1 
gency financial assistance to farmers and stockmen in drought and disaster 
areas and funds have been appropriated for such purposes. Banks and other 
private lenders also have cooperated in helping farmers in these areas to work 
out their fin: ANC ial problems. 

In view of the financial assistance already provided farmers in the drought 
stricken areas and the absence of any general emergeuocy situation, we recom 
mend that S. 3339 not be ermacted. 

The CruairmMan. I have asked Mr. MeLeaish to come ip this morn 
ing because I felt that it was important for the commi ttee to know or, 
rather, review again Just what authority the Farmers’ Home Admin 
istration has to make the type of loans which aight meet the situa 
tion which is in existence in the distressed areas, and I would lke 
to have you make a statement, if you will, Mr. McLeaish, along those 
lines, and tell us just what you are able to do, and the type of loans 
you are m: on and how well your program seems to be meeting the 
needs in these distressed areas. 


STATEMENT OF R. B. McLEAISH, ADMINISTRATOR, FARMERS’ 
HOME ADMINISTRATION 


Mr. McLeatsu. Mr. Chairman, in discussing emergency loans con 
ditions, I would like to say that we have loaned for emergency put 
poses this year around $95 million in both of our programs—both the 
disaster loan for crop funds, as well as the livestock programs. 

We do not ask the prime creditor to subordinate his liens. 

The CuatrMan. You do not ask for that ? 

Mr McLeEalsil. No, sir we do not ask { or subordination of liens 
We ask fora standby. In ie words, we ask him to agree not to fore 
close during the period of our loan, in order to give this farmer or 
rancher a chance to work out of his trouble. 

Now, generally speaking, with probably 1 or 2 exceptions, the 
bankers in the United States have cooperated 100 percent. 

We have made some loans to ranchers who have been in very dis- 
tressed condition, and who, if they had to liquidate probably would 
not have paid off the prime creditor much more than 60 or 70 cents on 
the dollar. We had a little difficulty to begin with, and some of the 
bankers did not understand, and some of them thought we were asking 
for subordination. 

We explained to different groups of bankers that we did not expect 
the subordination, and that if we made the loan to the rancher, that 
the money would be deposited in his bank, and would, consequently, 
increase his lending power by about 8 to 1, of the money deposited, and 
I think that got us over the hurdle in most cases. 
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In West Texas, we had a demand for refinancing on the row-crop 
farmers, to the extent that we put in 50 percent more P. and S. money 
than we would have. We finally told them that all the money we h: ad 
left was emergency credit, and those bankers down there finally be 
came satisfied, and 1 or 2 of them told me they thought it would be 
QO. KX., and that it would help on all of the programs. 

The bankers’ principal complaint, and it was somewhat justifiable, 
was that if they had a loan on some tractors or machinery, that that 
mac hinery would depreciate over a year or two, and their loan would 
become increasingly worse over the years. 

So, we put a factor into our loan budget for depreciation of the 
equipment which would depreciate. 

We also put in a factor to the effect that we would pay the interest 
on the bank loan, because it is an operating expense on the farmer. 
After we got that done, I think that all of the bankers, with 1 or 2 ex- 
ceptions, have very nicely cooperated with the emergency program. 

The Cuarmrman. They have been giving standby agreements ? 

Mr. McLeaisu. They have been giving st: andby iwreements; ves. 

The CuairrmMan. For how long a per iod of time? 

Mr. McLearsu. For the pe ‘riod of our loan. If we make a loan for 
L year, the A" will sign a st: andby for a year : if we make a o-vear loan, 
they will stand by for that length of time. 

In that standby, we have worked out a division of income. In other 
words, we vill o1lve them the lion’s amount of the income, which they 
have financed, but then when it gets to the point where we are financ- 
¢ the larger part of the income, we take the large share, and that 


has wor ked pretty nicely 


lie 


I woul | like to observe that a few weeks ago I was in Del Rio, Tex 
ata meeting of the prime creditors, and two thing attracted me. Wi 
made loans in the amount of 82,700,000 in that area, and SG00,000 has 
been paid back, with interest 

The proposition of restocking came up, and the prime creditors 


seemed to feel that their condition had improved to the point that if 


restocking was done, they would rather finance restocking, with maybe 

r’ exceptions 
Phe Cnamman. You heard Senator Anderson and Mr. Fernandez 
and Mr. Dempsey m: x their statements this morning as to conditions 

aNe »w Mexico area. 

De you think that saidhak your program you can adequately take 
care of the credit needs at this time, or the needs within the next few 
months? 

Mr. McLeaisn. I think we can. There is one banker in the area 
who seems to want refinancing. The bank, I think, is a pretty seund 
bank, and that is the only place, really, where we have had any, you 
might say, concerted opposition to standby agreement. 

The Cuarman. The bank, you say, is in that particular area 

Mr. McLeaisu. Yes: in the eastern part of New Mexico. We did 
have one in Denver who at first opposed it. He had another idea as 
to how this thing should be done, but he has come around, and has 
cooperated pretty nicely. The bankers in Wyoming and all over 
Texas, while they did want a little bit better sort of a deal, are 
cooperating with us. 

The Cramman. You have no authority under any of your emer- 
vency loan programs to refinance / 





| 
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Mr. McLeaisn. No, sir; none at all. The closest we can get to it is 
this depreciation factor. 

The Cuairman. Is it true that in the very few cases where bankers 
ure not willing to go along on a standby agreement that they take that 
position because the Vy feel that your program should include refinance 
ng 

Mr. McLeaisu. Yes, sir: that seems to be the attitude of some of the 
bankers. It was the attitude of quite a few of them to start with, but 
as we gradually got around the country and explained the whole deal 
to them, as I say, practically all of them have cooperated wonderfully. 

The Cuarrman. Outside of the field of refinancing, which you can 
not undertake—and I will put the question this way because [ under 
stood you to make the statements a while ago: You can take care of 
the credit needs in these distressed areas ? 

Mr. McLeaisu. Yes, sir. We have enough authority to take care 
of all the money the man needs to operate from now on out. Look 
ing at the prime credit, that has been my observation, and my feeling, 
and if he can remain in as good position as he now is, he ought to 
be willing to go along with this matter. 

In other words, he is not going to be any worse off. He is not 
going to put any more in than he is going to get interest on the note 
which he now holds, and if there is any appreciable depreciation, he 
will get depreciation on that and we are offering, at least, the induce 
ment that his note will be no worse a year from now than it is now. 

The Cuamman. I take it from what you have said that you have 
no suggestions to make to the committee as to further legislation which 
you need in your organization to enable your organization to deal 
more adequ: ately with the credit situation in the distressed areas ? 

Mr. McLeaisu. Yes, sir. 

The Cuairman. And, you have adequate funds; do you not ? 

Mr. McLeaisi. We have adequate funds in this revolving fund. 

As a matter of fact, our livestock loans in this past year did not 
go so high as we had thought they would. We had expected to lend 
over $60 million, and our total Toans, to date, have been about $38 
million, and the reason I ascribe to it is the fact that we have put 
$38 million out into the field which has given the private lenders 
eight times that much new lending power. 

In other words, they have been able to look at it a little bit more 
favorably, and the bankers have told me so. 

The Cuarrman. Are there any further questions? 

Mr. Cooter. I would like to ask a question or two. 

Mr. MeLeaish, you have been speaking about operating loans; have 
you not? 

Mr. McLeatsn. Right. 

Mr. Coorrey. In other words, you can come in with the authority 
and the funds which you now have, and you can relieve a farmer 
who is in distress by making him an operating loan if he can prevail 
upon his secured creditor to stand by until the crop can be made, and 
harvested ¢ 

Mr. McLeatsn. That is right. 

Now, on the livestock loans, I think that it was the intent of this 
body, as well as the other Members of Congress, that the principal 
reason for this livestock loan program was to give the rancher some 
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money to carry on. He was in a distressed condition, and the prices 
of cattle were low due to the drought, and this money that we fur- 
nished him, together with the other assistance, enabled him to keep 
his cattle on the range. 

Otherwise, the wholesale slaughter of those cattle would have ruined 
the market. 

Mr. Cootry. What this legislation seeks to do, as I understand it, 
is to provide for an additional second mortgage loan, and whether or 
not a man is in default even now, to extend the payment of the prin- 
ciple for not to exceed 5 additional years ? 

In other words, to give him some real long-term relief. 

Now, you would not be able to take care of the situation which was 
mentioned here by Senator Anderson, and these others, where the 
fields are parched, and the soil is cracking, and the cattle are in dis- 
tress, and the mortgage is due and when the ranchers have nothing 
to pay with. Do you know of any agency of the Government, either 
your agency or the Farm Credit Administration, which could come 
in and fill the gap and supply the need contemplated by this bill? 

Mr. McLeraisn. We are not in a position to become an exchange 
creditor. In other words, we are not in a position to pick up the first 
mortgage. 

Mr. Cootry. That is what I mean. In other words, if the man is 
about to be foreclosed, you cannot come in and help him out? 

Mr. McLexaisu. No, sir. 

Mr. Cootry. You can help him stay in business, if the senior mort- 
gagee will hold off 

Mr. McLeaisn. That is right. 

Mr. Cootrey. You certainly do not look with disfavor upon this 
legislation; do you? 

Mr. McLeaisu. In fact, I have no opinion on the legislation, Con- 
gressman, because I do not know how the old deal operated. I have 
learned more about it this morning than I have known before. 

Mr. Cootey. That is all. 

The Cuarman. Are there any further questions? 

Mr. Poace. Mr. Chairman, I would like to question him along the 
line of Mr. Cooley’s interrogation. 

You do make some mortgage loans; do you not 4 

Mr. McLeaisu. Yes, sir; under the Farm Ownership Corporation. 

Mr. Poace. That is the purchase program; is it not ¢ 

Mr. McLeaisu. Yes, sir; under our P. & S. program, we can pick 
up mortgages which are incident to an operation. 

In other words, we have a limit there, as you know, of $7,000 for 
the first loan, and a total loan of $10,000, and we can make those loans 
for 10 years. 

Mr. Poace. You hold those mortgages as a part of your operation ? 

Mr. McLeaisn. Yes, sir. It may be a mortgage on a tractor, or 
on some other piece of equipment. 

Mr. Poace. 1 am talking about a land mortgage. You are speak- 
ing of a chattle mortgage. 

‘Mr. McLeaisu. No; we have no authority to pick up a land mort- 


Mr. Poace. You have no authority to pick up a land mortgage? 
Mr. McLeaisn. No, sir; but we do have this other authority under 
the farm ownership operation. However, we make a man a loan for 
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farm development and in order to get a first mortgage under our old 
program, we could have picked up the first. However, we now have 
authority to take a second mortgage to that, if we want to, but actually 
we do not have authority which directly relates to what we are talk- 
ing about now, which is the distressed condition. 

Mr. Coontry. Even if we passed this legislation, and the Farm 

‘redit Administration made a loan, secured by a second mortgage, you 
sult cannot come in and make the man an operating loan if he could 
not get credit elsewhere; could you ¢ 

Mr. McLeatsn. We could make an operating loan and take a third 
mortgage. 

Mr. Aueerr. What vou have been talking about in regard to these 
other loans is a different breed, ma type of loan, from the thing con 
templated here ? 

Mr. McLeaisn. Yes, sit 

Mr. Apert. This has reference to ranch operators, and not to 
a little fellow who wants to get out and get started. Your real-estate 
loans do not go into that field in any sense at all 

Mr. McLeaisn. No, sir. 

Mr. Poace. If the committee should decide that there is need for 
some kind of credit in the field which is covered by this Anderson bill, 
= you think that that credit should be extended by your agency or 
by the Farm Credit Administration ? 

Mr. McLeatsu. I would like to know a little bit more about the 
legislation before I answer that, Mr. Poage. 

Mr. Poacr. I wanted to ask Mr. Colvin that question, and did not 
doso. I wonder if he would express an opinion on that? 

If this committee should decide that there is need for the type credit 
which is described in the Anderson bill, do you think it should be ex 
tended through the Farm Credit Administration, or through the De- 
partment of Agriculture through the Farmers’ Home Administration ? 

Mr. Corvin. Congressman, I think it would depend upon in- 
dividual cases. Going back to the situation when the original com- 
missioner loans were deve ‘loped, if conditions were such now as they 
were then, I think the experience of the Federal Farm Mortgage Cor 
poration itself answers your question. 

Mr. Poaar. Well, we are talking about the situation now. We are 
not legislating in 1933. We are legislating for 1954. 

Mr. Corvin. That is right; and if, as I said a while ago, the price 
level of farms in those areas should be depressed, to the extent that 
prive levels were depressed, then the commissioner type of loan assumes 
a much more helpful role. 

If the prices remain as they are now, then we could not give the 
extent of help that we did bae k there. 

Mr. Poace. I think that is true, but it seems to me that there is a 
much more fundamental question which someone has to answer than 
whether it is immediately helpful at the moment. 

The question as I see it is: Do you consider this sound credit, or soft 
credit ? 

Mr. Corvin. Sound credit or what? 

Mr. Poace. Soft credit. 

Do you consider this soft credit ? 

Mr. Cotvtn. Well, I do not like to use the word “soft” credit. It is 
a higher risk credit. 
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Mr. Poace. It isa higher risk credit? When we established a year 
ago the Farm Credit Administration as an independent agency, it 
was at least my understanding, and perhaps I got an erroneous im- 
pression, but it was my understanding that that was to deal with sound 
‘redit, and that the high risk credit, if you prefer to call it that, should 
be kept in the De partment of Agri ‘culture. 

Do you think that this is of such a high quality that it ought to go 
into the Farm Credit Administration ? 

Mr. Corvin. Well, there again, | would have to say on a case basis, 
and if a farmer cooperative—the National Farm Loan Associa 
tion feels that a part of its membership needed an extension of this 
type of credit, in order to help them out and that cooperative has faith 
In its membership and that these conditions possibly will be of short 
duration, then I see no reason why they could not go ahead and 
recommend that the membership go along w ith it. 

Mr. Poacre. It would seem to me that by the same token the PCA, if 
they needed someone to come in and take up all the high risk produc 
tion loans, that you should make them through the Farm Credit 
Administration inst ead of the De partme nt of Agric ulture. 

Mr. Convin. There again, there is a breaking point, somewhere, I 
am sure, where it would not be sound for the PCA to go ahead and 
extend credit on a credit line where the cooperative feels that that 
farmer or its members cannot work it out. 

When you get into that area, and extend too far, you are destroying, 
it seems to me, the very fundamental of your sound cooperative credit 
system. 

Mr. Poace. Well. it has been iy hope all along that we would estab 
lish a sound credit 4 gompine in the Farm Credit Administration, 
and Iam probably much more fearful than you gentlemen are that if 
we put the social credits, if I can call them that, into the Farm Credit 
Administration that it will ve ry quickly become the competitor of the 
Farmers’ Home Administration, which is not primarily a banking 
institution, but an institution to achieve social ends. 

In other words, as I understand it, or as I thought I understood it, 
it was primarily a banking institution. It was hoped by providing 
sound bankable credit that it would accomplish some good ends but 
that we must always recognize that the farm credit was sound credit. 

Now, you are w illing to accept a little adulteration of that, are you? 

Mr. Corvin. Only to the extent that, as I say again, that the 
farmers who are controlling it feel that the membership can work 
it out. We extend, for example, land loans, and reamortize land bank 
loans, pe rhaps in cases where the amount of indebtedness plus the 
de ‘lingque ney me luded in the extension go beyond the 65 percent. 

We do not foreclose on the first delinquency. That, we feel, is a 
sound approach in lender service. 

Mr. Poacr. That is true, and the same thing would apply to the 
John Haneock Life Insurance Co. which does the same thing, but they 
have not made any loans simply because someone needed them. They 
have only made them because they thought they should get some in- 
terest on it which would benfit the stockholder; is that not right? 

Mr. Corvin. That is right. 

Mr. Poacr. Now, the question arises in my mind as to whether you 
are going to make the loans simply because someone needs them. 
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Mr. McLeaish makes loans because people need them, and I think 
the Congress told him to make them where people needed such loans 

Mr. McLeatsn. Yes: and they are a little soft, too. 

Mr. Poacre. Sure they are soft, and we knew ‘vy were soft. What 
I am asking Mr. Colvin is whether or not he wants to get into that 
soft-credit business simply because people need the loans, and whether 
or not you think the Vw a be rep aid. 

Mr. Corvin. My answer, I think, Congressman, is this: We cer 
tainly would not want to get into that type of credit, using the money 
which we get from selling bonds to the public ; 

However, there is this distinction, that this type of loan is made to 





render a service to these farmers who are already heavilv burdened 
by ce bt, perhaps, because of this situation, and that the loan will 
made not from the type of funds which I have just mentioned, bi 
from Government-guaranteed bonds. 

Mr. Poace. I know that, and in the past we have tried our best to 


it 


vel your organization. although we hy ive not succeeded, entirely Into 
the hands of the farmers. 

Mr. Corvin. That is right. 

Mr. POAGE. So, you now come lip here at (| tell us In orde} to do 
It, and 
make direct loans which are exactly the kind of loans we are making 
through the Farmers Home Admunistrati n. 

I will grant you that there is a no man’s land in here. I think I 
can see that there is an area in which Mr. McLeaish cannot reach this 


that, we should put “a whole lot more Governrient money in 


point lin ice ng | and you do not come down to this point fi dic 

Ine F I think I can see this hiatus, but it seems to me that the idiation 
we have to decide 1s if it is necessary and I have no objection to mak 
ing Government loans to fill that hiatus if there is a substantial need 
‘or them. 


However, if there is a substantial need for them, and if the Gov 
ernment is going to put up the money directly, should the Government 
put it up through your program or put it up through the program of 
Mr. McLeaish? That seems to be the question here. 

Mr. Coorry. Will the gentleman yield ? 

Mr. Poace. I will yield as soon as I get the opinion of these gentle 
men on that question. 

Mr. Corvin. Congressman, I would like for the record to not show 
that we are asking for a lot of Government money to come back into 
the system to make these loans. 

Mr. Poace. You cannot make them without putting a lot of Govern- 
ment money in there. You are not going to make the loans without 
the Government either putting money in it, or guaranteeing them. 

Mr. Cootry. Will the gentleman yield for a question ! ? 

You tried to get him to say something, and he is not going to say 
it, and Mr. McLeaish is not going to say it. Neither one of them 
are willing to answer the question. 

Mr. Poacr. I think Mr. Colvin has already asked for it. 

Mr. Cootry. The Federal Mortgage Corporation is to finance these 
loans, as I understand it. 

Mr. Poace. It will be a part of farm credit, and not the Department 
of Agriculture. 

Mr. Cootry. Farm Credit will make the loan in the case of the Farm 
Mortgage Corporation. 
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Mr. Poace. Not of the Department of Agriculture. 

Mr. Cootry. What does the Federal Government have invested 
the Farm Mortgage Corporatiol ‘ It owns it: does it not? 

Mr. Corvin. Yes. 

Mr. COOLEY. You are not going to imperil any Federal land bank 
loans by m: rang these loans? 

Mr. Poac You do not understand what I am talking about. 

Mr. ent EY. Yes, I do. You do not want to mix it with Federal 
land bank loans, and I am satisfied that is not contemplated in this bill. 

Mr. Poace. Will you let me proceed to ask the question, please, 
because you are talking about the Federal Mortgage Corporation ¢ 
1 am not disturbed about whether the Federal Mortgage Corporation 
makes the loans or not. am disturbed as to whether it should be 
under the Department of Agriculture or under the Farm Credit 
Administration. I recognize the fact that the Federal Mortgage Cor- 
poration is 100 percent Government-owned. I am not under any 
misapprehension on that. I recognize these facts, but the question 
then arises, if recognizing that the Federal Mortgage Corporation is 
(sovernment-owned, should we use that agency or the Farm Credit 
\dministration, which is not wholly Government-owned, or at least 
which actually supervises a group of agencies, some of which are 
Government-owned, and some of which are of mixed ownership, and 
some of which are of private ownership. 

The Department of Agriculture supervises some agencies, all of 
which are 100 percent Government- an 

You do not supe rvise anything which is privately owned; do you, 


Mr. McLeaish ? 


Mr. McLeaisn. No, sir. 

Mr. Poace. What I am trying to say is that it seems to me that the 
pattern has been fixed that it is better to keep your LOO percent (zovern- 
ment-owned operations in the hands of the Departinent ot Agriculture 
which handles nothing but 100 percent Government-owned agencies, 
than to increase the percentage of Government ow? ership among the 
Lert es supervised by the Farm Credit Administration. 

he Federal Mortgage Corporation is 100 pawn Government 
owned, and if the business of the Farm Credit Administration gets 
largely in te hands of the Federal Mortgage C orpors ition, you have 


another Government operation ve ry similar to what we have in the 
Department of Agriculture. 
I just wonder if we want to set that kind of operation in motion. 
! am just asking the question, and I would like to have either Mr. 
Colvin or Mr. McLeaish say WV hether they think that should be done. 
ft 7 
! 


Mr. Corvin. T would fi 

Here is a cooperative land bank system which was ch artered by the 
Congress, we may say, as a service In correcting difficulties in the na 
tional economy. Because of the public interest relating to the na- 
tional economy the land banks were asked to handle this type of loan 
by the Corporat ion. 

Mr. Poacr. And at that time the supervision of the land banks and 
of the Federal Mortgage Corporation was in the hands of the De- 
partment of Agriculture, was it not / 

Mr. Corvin. No; it was an independent agency. 

Mr. Poacr. You were not in the Department at that time ? 


ce to answer the ques tion this w ay: 
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Mr. Corvin. Until 1939, FCA was an independent agency. 

Mr. Poace. It got so involved that it was put under th » De partment 
of Agriculture. Now, ] feel that you are going to sean at the same 
experience and that you will get back to the Department of 
Agriculture. 

Mr. Cotvin. We would be rendering the service that the Congress 
wants us to give in a cooperative system, to service this type of loan, 
and I would says that cert: unly the Farm Credit Administration and 
the institutions which it supe rvises would be willing to take on the re- 
sponsibility, but as I said in my original statement, we are not asking 
for it at this time; we are not asking for it at all. 

Now, there is one other fac tor, Congressman, th it pe rhaps we should 
mention. We have 350,000 land bank loans on the books: we still have 
some 24,000 commissioner loans for that matter, an the second mort- 
gage loans are integrated with land-bank loans. And there is some 
advantage from the standpoint of servicing the individual farmer if 
he needs a second mortgage, in hav ing { he sume mstitution serv ice bot hy 
mortgages; not make them both by the issuance of bonds but servicing 
both. But again I want to say that we are not asking for reinstate 
ment of the commissioner loans. 

Mr. Poacr. Do you think if Congress desires this bill to fill the 
vacancy, that it could be done through direct loans through your 
agency vy, better than it could be done—— 

Mr. McLeatsu. Well, I will answer the " iestion this way, that if 
the Congress desires that we do the job we will do it. If Congress 
desires that we should do the collecting, we will accept the respon- 
sibility; it may be the Farm Loan Corporation that we will use. 

Mr. Cootry. You make loans that you call risk loans? 

Mr. McLeaisn. Yes. 

Mr. COOLEY. (nd you supervise very closely every borrower ¢ 

Mr. McLratsn. That is correct. 

Mr. Coonry. They are the higher risk type of loans? 

Mr. McLeaisn. Yes. 

Mr. Cootry. They are a higher risk than the soft loans that are 
contemplated by this bill, because, and it is not unusual, because you 
cannot pick up the mortgage and refinance the indebtedness under 
the authority you now have? 

Mr. McLeatsu. No. 

Mr. Cootry. But if we pass this bill, the Farm Credit Administra- 
tion could administer, through its present organization, through its 
appraisers and all of its other ac tive agencies which they have, and 
the only thing would be that the Government would furnish the money 
to the Farm Mortgage $ orpor: ation to take care of the high-risk loans. 
Is that correct ? 

Mr. McLeatsn. I assume it is. 

Mr. Cootry. And it would just seem to me that where the big ranch 
can borrow thousands and thousands of dollars—— 

Mr. Poage. $15,000, and over and above that you can pick up the 
first mortgage. 

Mr. Cootey. You can pick up the first mortgage ? 

Mr. Convin. Yes. 

Mr. Poacr. You can pick up the first mortgage, but in order te—— 

Mr. Corvin. However, in order to make a loan at the maximum 
amount provided by this bill, that is, the $15,000 second mortgage, 
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they would have to have a farm worth, on today’s market, about 
$300,000, if the normal market value of the farm were $150,000, that 
would permit $97,500 land-bank loan, and $15,000 commissioner loan. 

Mr. Cootry. That is not a big business compared with the other 
organizations, which would be swallowed up by yours. It seems to 
me that, as between the two agencies, the farm land bank and the 
Farm Credit Administration, it would probably be bigger than that. 
And I do not see how it would be necessary to ade | ne fagre substantial 
to your mortgage staff, or to your normal personnel. i s J have indi- 
cated, I do not think the land banks are doing very uae business now 
n my part of the country, under the limitation under which they 
operate. 

Mr. Contvin. On that pomt, the land banks made more loans last 
vear than any year except 2 years in the history of the banks. And 
the business is increasing this year in about the same ratio. In other 
words, we now have outstanding something over $1.2 billion. 

Mr. Cootry. You would not know about the breakdown by States; 
would you? 

Mr. Convin. I do not have the figures with me. We do have the 
figures by States and we have checked that from time to time, and I 
think the Columbia bank had about a 10-percent increase last year 
over the year before. In other words. in 1953 fiseal vear they made 
loans in the amount of $12,788,000 and $14,049,000 in 1954 fiscal year, 
or a 10-percent increase. So they are making more loans. 

The Cuatrman. I would like to ask you one question concerning 
the size of the mortgage. Of course, your normal loans of the Farm 
Home Administration, by the Farmers’ Home Administration, are 
small loans as a general thn io, but vou have made some rather large 
loans, have you not, under special acts under the agricultural program ? 

Mr. Mc ‘Le sisi. We made one loan of $300,000. We have made some 
others up to $100,000; and we have even made, under the emergency 
program, some vears, S3800,000 loans, a $300,000 loan in Mississippl, 
toacotton ranch. 

Phe Cuarrman. You deal with the situations as you find them / 

Mr. McLeratsn. Yes, that is correct. 

The Cuairman. Mr. Harvey ? 

Mr. Harvey. I was intrigued by your statement, Mr. McLeaish, in 
which you said that of the $38 million you had loaned in this area, 
that the beneficial effects were multiplied many a that is, the 
money thereby made available would be multiplied | many times. 
You did not expand on that and I wonder if you wou ld esta explain 
ine thata little bit further / 

Mr. McL AISIT. Well, the banks. to begin with. would probably be 
about like this: — circulation of money within the area runs about 
IY to 1, and the bank ratio of lending is 8 to 1 of deposit. In other 
words, by Tiliaenaais of notes to the Federal Reserve bank, they can 
take a $100 de posit and lend that 8 times over; lend $800 again. 

Mr. Harvey. I see. 

Mr. MeLeaisu. In other words, if they have $100—it is not just a 
S100 loan; but through a discount, they can take the money they 
from rediscounting and get a ratio of : about 8 to 1 in le nding. 

Mr. Harvey. I see. 

The Crrarmman. Any further questions ¢ 

Mr. Lover. You said you made a $300,000 loan to one individual. 
Is there any limitation whatsoever on the amount that you can loan? 
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The Carman. That was under a special act. 

Mr. McLeaisn. That wasa special act. We do not have a limitation 
on the disaster loan either, Mr. Chairman. 

Mr. Harvey. That being true, there is really no need for the kind 
of loan of thistype at this time / 

Mr. McLeaisu. I think our authority gets pretty far down, and the 
only thing th: at we cannot do 1 1S pic k up some of the first n lorteuges 
somebody else’s first mortgage, and if we want to get the picture 
around the country, I do not think we are too concerned about ri 
real-estate mortgage: I think we are concerned more over chattel 
mortgages. 

Mr. Kine. How did you make out on the $300,000 loan you referred 
Lo ¢ 

Mr. Mi Li AIST. We have collected some SsZ00 000 bac k. 

Mr. Cootry. This bill does not deal with real-estate loans? 

Mr. McLeaisn. The information that has come to me seems to be 
more concerned with chattel mortgages in the bank 

Mr. Cootry. That is the only thing; that is, the chattel-mortgage 
loans: is that correct ? 

Mr. McLeatsu. 1 have a letter from a bank, here in my pocket. 
and the land loans seem to be in vood condition but the chattel mort 
gage condition seems to be terrible. 

Mr. Jones. You cannot pick up any of the indebtedness; you can’t 
pick up an old chattel mortgage ¢ 

Mr. McLeaisu. No. 

Mr. Jones. You cannot pick up any of that at all? 

Mr. McLeaisi. No. 

Mr. Cootry. This would give them something with which to stand 
by, to postpone the date and give them a chance to meet it later 

“Mr. Jones. I understand that, but I thought that Mr. Anderson 
was talking about trying to get something to relieve, and the situatio1 
varies, of course, in different areas. 

Mr. McLeaisu. Yes. 

Mr. Jones. And I got from the conversation this morning that 
you were working to eliminate that situation, and I think you could 
very quickly use up the credit of your organization. 

Mr. McLeaisu. We found that by following the policy that the 
Congress has set forth, which has put us in pretty good position, that 
we can tell them we will stay by them for a while and he Ip them for 
a while until you can pay the indebtedness off. That has been a 
wonderful thing. But if we were to pick up all of the chattel mort 
gages scattered around the country, we would not have money enough 
left to run the other operations. 

The CnHatrmMan. You are not trying to take care of all of the 
farmers’ business all over the country ? 

Mr. McLeatsu. No; we are just trying to take care of those that 
cannot get credit anywhere else. 

The Cnatrman. Where they cannot get a loan from a bank 
somewhere else ? 

Mr. McLeatsn. Yes. 

Mr. Cootry. Mr. McLeaish, do you agree with the testimony given 
here this morning by the gentlemen from New Mexico regarding the 
distress situation in New Mexico and in parts of Texas? 
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Mr. McLeaisu. Yes, there is a distress condition in New Mexico, 
very much so, and I think in Texas, for the most part, at least where 
they had trouble, there has been some improvement. ‘There is a terri- 
tory over in Mr. Poage’s area where they hada very bad condition last 

ear and it looks a little worse this year and that is probably where we 
vill check up on the conditions. 

Mr. Cootry. One other question to Mr. Colvin: I suppose the reason 
the Department has recommended that the loans be restricted to certain 
defined areas so as not to have these loans seattlered over isolated 
territory. with a few loans and a few mortgages at far distant areas, 

here, as I understand, if you find a situation that is bad in one area, 
vithout regard to State lines, you could, as you referred to in your 
tatement, have an area, a disaster area where there could be a loan 
rick 

Mr. Coivix. IT think that is right; it would depend upon the par- 
ticular language that is worked out in the amendment. 

Mr. Cootry. And ron suggested in your statement that you would 

elad to work with the members of the staff in working out the proper 
anguage to put in the bill? 

Mr. Convin. Yes. 

Mr. Cootry. But you do refer to Public Law 875 of the 81st Con- 
OTESS ° that 1S, the Disaster Act? 

Mr. Corvin. We felt that that would probably meet with the idea 
that the sponsors of the bill have in mind, this would be made 

ipplicable to specific conditions and that porte itions undoubtedly 
would be cove red by the areas designated under Public Law 875. 
Phe CuHairMan. Are there any further anata If not, we thank 
, Mr. McLea ish, and we thank you, Mr. Colvin, for your appearance 
efor the com: nittee. 

Che (chair has received a letter under date of July 2S: 1954, from 
Mr. True D. Morse, Acting Secretary, replying to request for a report 
on H. R. 8879, which, without objection, will be made a part of the 
record 

Also a letter of July 16, 1954, signed by R. B. Tootell, Governor, 
Farm Credit Administration, in reply to a request for a report on 
H. R. 8879, which letters will be made a part of the record. 

(The letters referred to follow: 
FARM CREDIT ADMINISTRATION, 
Washington, D. C., July 16, 1954. 


Hon. Crirrorp R. Horr, 
Chairman, Committee on Agriculture, 
House of Representatives. 
1 Mr. Hope: This is in reply to your letter of July 12, 1954, requesting : 


report concerning: H. R. S879, a bill to authorize the Farm Credit Administra- 
tion to make loans of the type formerly made by the Land Bank Commissioner. 

The type of loan referred to was first authorized by section 32 of the Emergency 
Farm Mortgage Act of 1953 (48 Stat. 48; 12 U. S. C. 1016) and, from the estab- 
lishment of the Federal Farm Mortgage Corporation in 1934 until July 1, 1947, 
when the authority to make such loans expired, the loans were made by the Land 
Bank Commissioner (using the facilities of the Federal land banks and national 
farm loan associations) on behalf of the Federal Farm Mortgage Corporation 
which provided the funds for making the loans. As proposed in H. R. 8879, 
beginning on the date of its enactment and ending on June 30, 1956, the same 
type of loan would be authorized subject to the same statutory provisions under 
which such loans were made prior to July 1, 1947, except that the Farm Credit 
Administration would exercise the authority of the Land Bank Commissioner 
(an office which was abolished in 1953) 
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The principal statutory provisions as to such loans are that they shall be 
secured by a first or second mortgage on farm property of the farmer; that the 
amount of the mortgage given by any farmer, together with all prior mortgages 
or other evidences of indebtedness secured by such farm property of the farmer, 
shall not exceed 75 percent of the normal value thereof as determined upon 
appraisal; that the loan to any one farmer shall not exceed $7,500; that the 
interest rate on such loans shall be 1 percent per annum higher than the rate 
on Federal land bank loans made through national farm-loan associations in the 
district; and that the mortgage given to secure the loan shall provide for its 
repayment on an amortization plan by means of a fixed number of annual or 
semiannual installments within an agreed period which may not exceed 40 years 

The actual lending practice followed under the foregoing statutory provisions, 
prior to July 1, 1947, was that if the security were acceptable, the Federal land 
bank of the district was expected to make a first mortgage loan thereon in the 
maximum amount permitted under its policies and within the applicable statu 
tory limitation. In the beginning the law limited Jand-bank loans to 50 percent 


of the appraised value of the land mortgaged and 20 percent of the value of the 
permanent insured improvements thereon, but in 1945 this was changed to 65 
percent of the appraised normal value of the farm mortgaged. A second mort 
gage land bank commissioner loan could then be made ino an amount which 
together with the amount of the first mortgage land-bank loan, did not exceed 
75 percent of the appraised value of the property. If the farm offered as security 


was not acceptable for a Federal land-bank loan but was deemed suitable security 
for a land bank commissioner loan, a commissioner first mortgage loan could be 
made on the property up to 75 percent of its appraised value. In either case 
i. e., On first or second mortgage, the amount of land bank commissioner loan 
to any one farmer could not exceed $7,500. 

Approximately 680,000 land bank commissioner loans were made for a total 
amount of $1.2 billion. More than 257,000, for some $423 million, were first 
mortgage loans, and ahout 422,000, for some $795 million, were second-mortgage 
loans. About two-thirds of the land bank commissioner loans, for a total of 
approximately $820 million, were closed during the emergency period May 1, 1933 





to December 31, 1935, when there was a great demand for refinancing deling nt 
loans on farms. The refinancing afforded by the commissioner-type lending 


during such emergency period was relatively more heplful to financially dis 
tressed farmers than it would be today, though, because sales prices of farms 
then were generally less than the normal value at which farms were appraised 
to determine the 75 percent thereof loanable Che closer the amount loanable 
comes to the debt level of a financially distressed farmer and to the current sale 
price of his farm, the more feasible it becomes to refinance or compose his debts 
with the amount loanable 

When the authority to make land bank commissioner loans was permitted 
to expire on July 1, 1947, it was on the basis that there was no further general 
need for such financing of farmers by the Federal Farm Mortgage Corporation 
and that other sources of available credit should be adequate. Such other credit 
sources included the Federal land banks, other privately owned lending institu 
tions, and in some instances where farmers could not otherwise qualify for 
credit, the Farmers’ Home Administration. While the continued adequacy of 
such other credit sources is a matter which has been kept in mind by the Farm 
Credit Administration, we had not considered that there was a general need for 
renewal of a commissioner-type loan authority. Since H. R. SST9 was intro- 
duced, we have contacted officers of the Federal land banks requesting that they 
get in touch with officers of national farm loan associations and other persons 
to obtain information on the need in their areas for commissioner-type loans 
The reports from the land banks indicate that there is no general emergency 
situation existing at present or in prospect in the near future which would 
require the assistance of commissioner-type loans by a large number of farmers. 
However, there are local areas, including the drought regions of the Southwest, 
where some farmers cou!d be helped if such loans were available. We have 
also consulted with other informed sources. While the information at hand 
indicates no widespread demand, it is recognized that there are individual 
farmers throughout the country whose financing needs could be better met with 
a commissioner type of lending and that this would be so to a greater degree if 
there is any expansion of local distressed areas where refinancing of farmers 
may become urgent. 
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Should it be determined to renew a commissioner type of lending authority as 
proposed in H. R. SS7T9, it is recommended that the Farm Credit Administration 
should be authorized not only to exercise the authority conferred upon the Land 
Bank Commissioner by section 32 of the Emergency Farm Mortgage Act of 1953, 
as amended (12 U. 8. C. 1016), as provided in H. R. 8879, but also to exercise 
the authority conferred upon the Land Bank Commissioner by sections 33 and 34 
of the same act (12 U. 8S. ©. 1017, 1018). It is recommended, too, that section 
32 of the Emergency Farm Mortgage Act of 1933, as amended (12 U.S. C. 1016), 
should also be amended in the following respects: 

(1) Amend the first sentence thereof (12 U. S. C., 1946 edition, 1016 (a)), 
is partially repealed by an act of June 30, 1947 (sec. 206 (h), 61 Stat. 208), to 
read as follows: 

“Loans to any farmer as hereinafter provided shall be secured by a first or 
econd mortgage upon the whole or any part of the farm property, real or per- 
sonal, including crops, of the farmer.” 

(2) Delete “, in his name,”’, from the 11th sentence thereof (12 U. S. C. 
1016 (g), first sentence), in order that the loans may be made and recorded in 
the name of the Federal Farm Mortgage Corporation instead of in the name of 
the Farm Credit Administration as would be required by the terms of H. R. 8879 
f the sucgested deletion were not made; 

(3) Increase from $7,500 to $15,000 the maximum amount of loan which may 
ve made to any one farmer, in the second sentence thereof (12 U. S. C. 1016 (b), 
first sentence), in order that such loans may be made in an amount deemed more 
adequate under present conditions ; 

(4) In order to permit deferring principal payments on such loans on a more 
flexible basis as circumstances may indicate, strike out the following provision 

the fourth sentence thereof (12.U. 8S. C. 1016 (¢), first sentence) : 

Provided, That when in the judgment of the Land Bank Commissioner condi 
tions justify it, any mortgage made under this section may provide that during 
the first three years the loan is in effect payments of interest only may be re- 
quired if the borrower shall not be in default with respect to any other condition 
or covenant of his mortgage.” ; 


ind substitute therefor: 


Provided, That any borrower under this section may be permitted to defer 
payment of the principal portions of installments on his loan for a period not 
xceeding five years under regulations prescribed by the Farm Credit Adminis- 
tration.” : and 

(5) Should it be desired to provide a continuing authority which would not 
require repeated renewal as in the past but which could still be withdrawn by 
Congress at any time, it might be done by striking out the 11th sentence thereof 
(12 U. S. C. 1016 (g), first sentence) : 

Until July 1, 1947, the Land Bank Commissioner shall, in his name, make 
oans under this section on behalf of the Federal Farm Mortgage Corporation, 
ind may make such loans in cash or in bonds of the corporation, or if acceptable 
to the borrower, in consolidated farm loan bonds; but no such loans shall be 
made by him after July 1, 1947, except for the purpose of refinancing loans pre- 
viously made by him under this section.” ; 


and substituting therefor: 


“The Farm Credit Administration shall make loans under this section on be- 
half of and in the name of the Federal Farm Mortgage Corporation.” 


Such a change would also accomplish the suggestion made as (2) above and 
would drop, as unnecessary, the provisions for disbursing the loans in bonds in- 
stead of cash 
In the sentence in the Federal Farm Mortgage Corporation Act, as amended, 
providing for extensions (sec. 4 (b), second sentence; 12 U. 8S. C. 1020d, second 
sentence), it is suggested that “at a rate not exceeding the rate of interest on 
the loan” be substituted for “at a rate not exceeding 5 per centum per annum”, 
in order that the loan rate of interest may be chargeable on extensions where that 
rute exceeds five percent. 
\ny actual resumption of Commissioner-type lending would of course have to 
be financed by the Federal Farm Mortgage Corporation which, since July 1, 1947, 
when such lending authority last expired, has been in process of liquidating its 
assets in an orderly manner. As of June 30, 1954, the remaining assets amounted 
less than $17 million, consisting mostly of mortgage loans, purchase money 
ortgages, contracts, etc. Of the original capital of $200 million provided for 
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the Federal Farm Mortgage Corporation, all but $10,000 thereof has been repaid 
and such repayments of $199,990,000 have been carried to the surplus fund and 
covered into the Treasury. In addition, dividends from net earnings of the 
Corporation have been paid into the Treasury in the amount of $129 million. 
With the approval of the Secretary of the Treasury, the Federal Farm Mort 
gage Corporation is authorized to issue bonds which are fully and unconditionally 
guaranteed both as to interest and principal by the United States (12 U. S. C. 
1020c), but not more than $500 million of such bonds may be outstanding at any 
one time (6S Stat. 3818). If lending on behalf of the Federal Farm Mortgage 
Corporation is to be resumed, funds therefor could be provided, with the approval 
of the Secretary of the Treasury, by exercise of such authority to issue bonds. 
Subject to the foregoing comment and unless or until it is considered that the 
financing needs of farmers generally require it, we do not recommend enactment 
of H. R. 8879 
The Bureau of the 
of this report. 
Sincerely yours, 


sSudget advises that there is no objection to the submission 


R. B. Tooreci, Governor. 


JULY 13, 1954. 
Hon. Currrorp R. Hope, 


Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN Hope: This is in reply to your request of May 19, 1954, 
for a report on H. R. 8879, a bill to authorize the Farm Credit Administration to 
make loans of the type formerly made by the Land Bank Commissioner. The bill 
would enable the Farm Credit Administration to exercise the authorities con- 
ferred upon the Land Bank Commissioner by section 32 of the Emergency Farm 
Mortgage Act of 19383 (12 U.S. C. 1016). 

Although there appears te be no general need for emergency real-estate finance 
ing at this time, some need for loans of this type does exist in the States most 
seriously affected by the drought An increasing need for such loans is antici 
pated, however, when long-range plans for correcting basic problems in the 
drought areas become effective. 

Since the Farm Credit Administration is an independent agency, the bill does 
not affect directly the Department of Agriculture. The Farmers’ Home Ad- 
ministration, in this Department, is responsible for making and insuring real 
estute louns to qualified persons to purchase, enlarge, or improve farms that will 
be efficient, family-type units, but its lending authorities are considerably more 
limited than those included in section 32 of the Emergency Farm Mortgage Act 
of 1953 

The Department has no objection to H. R. 8879. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 

The Coairman. If there are no further questions, the committee will 
go into executive session. : 

(Thereupon, at 12:45 p. m., the committee proceeded to the con 
sideration of business in executive session. ) 





